
November 19,1998 

TO: The Commissioners 

TXROUCH: Jmes A. Pehrkon 
Acting Staff Director 

FROM: Rokn J. Costa 
Assisat  Staff Director 
Audit Division 

eT: REPORT OF THE AUDIT DIVISION ON C L ~ ~ N / G ~ ~  '96 
PRIMARY COMMITTEE, INC. 

Attached for your review is the subject audit report. Also attached are five 
memoranda from the OEce of General C o w e l  which together contain a legal analysis of 
the audit report. The legd analysis was provided in separate mcmomda so that needed 
revisions could be made more timely. The narrative portion of the Committee's response 
to the Exit Conference Memorandum i s  also attached. ~ ~ e ~ i a ~ e l y  f ~ l ~ o ~ ~ n ~  this 
memorandum is a table ofconrents for the entire package to aid in l ~ ~ ~ n g  subject matter 
in all of the documents. In order 10 provide: a convenient page ~ f ~ ~ c e ,  the package has 
k e n  page numbered corwcuvivelly at the &nom of  the pages ~ g i ~ n g  with the first 
page of the audit repoat. Those page numbers arc the ones noted on the table of contents. 

The Offce of General Counsel and the Audit Division a 3 in agreement with the 
contents of the audit repm. . Certain prrions ofthe Primary CommiBcc's response have 
been expunged pursuxnt to 1 I C.F.R. Part 2. 

In addition to the documents referenced in the Audit Reports, the Audit Division 
reviewed the following information in reaching these conclusions: ( I )  documents 
o b ~ n ~ d  from the candidate committees. the nationai and state party committees. and 

ling vendors; (2) cominee  responses to the ECMs; (3) ~ ~ ~ e n t s  made 
le by the Senate Governmental Affairs C ~ ~ i ~ ~  Report on the 

Invcstiga~on of Illegal or Improper Activities in Connection with 1996 Federal Election 
; and (4) disclosure repons and other ~ o c ~ ~ ~  a v ~ ~ ~ ~ ~ e  to the C o ~ ~ ~ § s i ~ n .  



This report is being circulated for placement on the Agenda for the Open Session 

A complete copy of the Primary Comnlittce's response, including Exhibits, i s  

Meeting of December 3,1998. 

available k the Commission Sccremy's Office. Should YQU have my questions, please 
contact Tom Nurthen (Audit Manager) or h y  Clay (Lead Auditor) at 694-1200. 
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FEDERAL ELECTION COMMISSION 
WASHINGlOh. D C  2Wb3 

I. 

A 

This repori is b a d  on an audit of the ClitodGore ‘96 Primary 
Committee, Inc. (the Primary Committee). The audit is by Section 9038(a) of 
Title 26 of the United States Code. That section states that “Ma each anatchirag 
payment period, the Commission shall conduct a thorough exmimtion apld audit of the 
qualified campaign expenses of every candidate and his auth0rk.d comminees who 
received payments under section 9037.” Also, Section 9039(b) of‘ Tide 26 af the United . 
States Code and Section 9038.1(a)(2) of the Commission’s Regulations state that the 
Commission may conduct otka examinations and audits fiom time to time as it deem 
necessary. 

In addition to examining he  receipt and w of F e d d  funds, the audit 
seeks to determine if the campaign has materially complied with the limitations. 
prohibitions, and disclosure requirements of the Federal Election Campaign Act of 
197 1 (FECA). as amended. 

This rew rt is a staff document. The analvsis ofthe facts. interraretation of 
mlicable law. and the conclusions reached have not been com;ked  OP aDDrovcd bv the 
Commission. 

5. AUDIT COVERAGE 

The audit of the Primary Committee covered the period from its inception. 
April 10,1995 through December 3 1.1997. The Primary Committee reported an 
opening & balance of $4; total receipts of 544,753,599; total disbursements of 
W.603.123; and a closing cash balance of $150.476. 
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C. CAMPd GN ORGANU ATION 

i! j . .  

- .. . .  
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-. ~ . .. .. . _. 

The Primary Committee registered with the F d d  Election Commission 
on April 14.1995. The Treasurer of the Brimapy Committee is Ms. Joan Pollitt. The 
Primary Comrait~ee mainlains its headquartas in Washington, DC. 

During the period audited, the plimary Committee maintained depositories 
in the District of Columbi& AAansas, Georgia, New Yo& and Texas. To handle its 
financial activity, the Prhary  Committee utilized a total of 9 bank accounts. Fsum these 
accoudlts the campaign d e  appro~hately 23,654 disbmemmts. Approximately 
293.843 contributions fiom 190.426 peasons were received. These contribuoions totaled 
S28,987.800. 

In addition to the above contributions, the Primary Comrplittee received 
S 13.4 12, I98 in matching funds from the United States Treasury. This amount represents 
87% ofthc 415,455,000 maximum entitlement that any candidate could receive. The 
Candidate was determined eligible to receive matching funds on Qctober 31,1995 The 
Primary Committee made a total of 9 matching fund requcsts totaling Sl4.245.229. The 
Commission cntified 94.1 5% of the requested amount. For matching fund purposes. the 
Commission dercnnined that Prcsidcnt Clinton's candidacy r n d d  on August 28,1996. 
This deimination was based on Section 9032(6) of Titis 26 of the United States Code 
which states that the matching payanent period ends "on the date on which the national 
convention of the part?. whose nomination a cvldidate seeks nominates its candidate for 
the ofice of President of the United Stam. ..." see alsQ 1 I CFR 89032.6. On August 2. 
1996 the Primaq Committee received its final matching Rurd payment to defray expenses 
incurred through August 18.1996 and IO help d c h y  the cost of winding down the 
campaign. 

D. AllDlT SCOPE AND PROCEDURES 

In addition to a review of the committee's expendittms to determine the 
qualified and non-qualified campaign expenses incurred by the campaign (see Finding 
1II.B.). the audit covered the following general categories: 

1. The receipt of conuibutions or loans in excess of the statutory 
limitations; 

2. the receipt of contributions from prohibited SOWFCS, such as those 
from corporations or Labor organizations (see Finding 11.A.); 

3. proper disclosure of contributions from individuals, political 
comminees and other entities, to include the itemization of 
contributions when required, as well as the completeness and accuracy 
of the information disclosed; 
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-4. 

5. 

6. 

7. 

8. 

9. 

10. 

proper disclosure of disbursements including the i tmiat ion of 
disbursments when required, as well as, ?he completeness and 
accuracy of the information disclosed; 

proper disclosure of campaign debts and obligations; 

the accuracy of total reported receipts, disbursements and cash 
balances as compared to campaign bat& records; 

adequate  cordk keeping for campaign &on%; 

accuracy of the Statement ofNtt Outstanding Campaign Obligations 
filed by the ClintodGore '96 Primary CommineC, Inc. to disclose its 
financial condition and to establish continuing matching fund 
cntillement (see Finding II1.E.); 

the Primary Committee's compliance with spending litations (see 
Finding II1.D.); and 

other audit procedures that were? deemed necessary in the situation (see 
Finding JI1.F.). 

As pan of the Commission's standard audit process. an inventory of 
campaign records is noranally conducted prior to the audit fieldwork. This inventory is 
conducted to determine if the audiree's records an materially complete and in an 
auditable state. 

The inventory began on Januvy 6,1997. Due to h e  unavailability of 
records. the Audit staff suspended fieldwork on January 22. 1997. Prior to leaving, an 
itemized list of records needed was provided-to the Primary Comrplittce. These records, 
consisting of: bank statements and enclosures for thm campaign depositories; check 
registers for certain operating and payroll accounts; records relative to in-kind 
contributions, campaign travel. campaign materials. Primary Committee credit cards. 
media placemms. public opinion polls. fundmising. event and allocation codes; 
workpapen detailing FEC repon preparation and components for the Statement of Net 
Outstanding Campaign Obligations: copies of all Primary Conmince 
conmcts/agrwments; copies of IRS forms 940 and 941; B listing of key personnel, 
including positions and responsibilities; and, Computerized Magnetic Media for 
disbursements were initially requested in witing during the period January 7, 1997 
through January 22,1997. 

In a letter dated January 29.1997. the Primary Committee was notified 
that the records were to be made available on or before February 21. 1997; with respect to 
records nor made available. the Commission would issue subpoenas for production of the 
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persons in possession of relevant materials. hi addition, the Audit &identified records 
that, at a minimum, had to be made available before fieldwork could resume. 

In addition, on JaUUary 8.1997. the Audit s t a f f w  instructed that dl 
requests for vendor files would k directed to a designated &person and that such 
requests would be limited to documentation associated with a block of no more than 500 
checks (e.& check nurnbcrs 1 0 0  - 1499). The Audit staf€met with Primary Committee 
representatives on January 15,1997 in an attempt to reach a workable solution BS to 
access. A solution was not reached and Primary Comnmitta counsel was notified that we 
were prepared 00 recommend subpoenas for all vendor files in the event that a reasonable 
solution could not be worked out. On February 19,1997, Audit Division representatives 
met with Primary Committee counsel to &sc.uss resuming fieldwork and access to vendor 
files. A workable solution as to access was m h e d .  

Audit fieldwork resumed on February 24,1997. However, the Primary 
Comminee continued to delay production of records. The Audit staff was informed that 
anorneys had to review all records prior eo them being made available to the Audit &. 
In cenain instances, the Primary Committee refused to makc records available and in 
other instances, were not initially accurate as to the existence andlor availability of celsain 
records requested. For example. the Primary Commjttee rrftased to make avdhble bank 
records pertaining to tire bank account maintained by the media vendors who placed and 
paid for media buys on behalf of the Primary Committee (see Finding II1.A.). Further, 
the Primary Committee refused to make available. without conditions andlor restrictions, 
copies of all polls conducted on its behalf. With respect to certain electronic spreadsheets 
for fundraising andlor legal and accounting allocations, as well as other computerized 
records. P r i m q  Committee representatives stated on numerous occasions that such 
records could not or would not be made available in a computerized format. When 
conrinuing to inquire why these records could not be made available in a compuicnzed 
format. the Audit staff was informed by the Primary Committee's accoumtarnt that the 
Pnrnap Commmee's Chief Counsel had said that computerised records were not to be 
made available to the Audit staff. The Audit staff made repeated attempts to meet with 
Counsel. however. no such meeting was ever scheduled. Near the end of fieldwork, in 
1998. cenain electronic spreadsheet records were evennrally provided. 

As a result, during the period May 28,1997 through February 3,1998. the 
Audit staff requested the Ofice of General Counsel to prepare s u b p e w  for the 
production of records. The Commission issued 12 subpoenas to either the Primary 
Committee or respective vendors in order IO obtain records generally made available to 
the Audit staff at the beginning of fieldwork.' 

I Records concernlng payments made by the @nmary Cornminee's media vendors on behalf of the 
Democraiic National Cornminee are not in chis eategory. 
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oDinion of the Audit staff that the de production of records 
by the Primary Commit& resulted in waning numerous staffhouk which directly 
delayed the completion of h e  audit fieldwork B xninixnplm of four moIPhs. 

Accordingly, the scope of work performed W;LS limited due to delays 
encountered in obtaining records necessary to perfom the audit. Certain findings in the 
Memorandum wem supplemented with i n f o d o n  obtaiaed h m  sources other than the 
Primary Committee. 

The Primary Committee as part of its response to the Exit Conference 
Memorandum made various comments conccming the Audit d s  discussion of the 
scope of the audit. The Primary committee asserted that this seaion of the audit report 
provided a distorted and incomplete view of the process. and then provides certain 
examples of "mischaractcrizations" included therein. Further, the Primary Committee 
claimed that "[d]espite its full caopcration with these numerous and often confIicting 
requests, always maintained a cooperative postwe dllsing the audit process 'yor all 
information requested thar was rearonably wirhin the scope of the audit. " (Emphasis not 
in original.) 

Various examples and explanations were cited, such as: logistical 
problems inherent with the Primary Committce's move 10 new offices; the auiuditors' 
demand for additional office space at that location; that "no existing record in the Primary 
Committee's possession was refused;" that the Audit Division refured all attempts at 
cooperative compromise pertaining to gaining access to the Primary Committee's media 
vendor's records: and that the auditors repeatedly insisted that panicular records which 
the Primary Cornminee "did not have" in a computerized format be created. 

The Audit sraffstands by &e scope limitation and related discussion as 
presenred in the Exit Conference Memorandum and this report. The candidate agreed as 
a condition to obtaining matching funds to: furnish all documents related to 
disbursements and receipts, including computerized information; M s h  all 
documentation relating to disbursements made on the candidate's behalf by other 
organizations; permit an audit and examination of all receipts and disbursements 
including those made by the candidate. authorized committee or any agent authorized to 
make expenditures on behalf of the can4idaie or authorized committee. Fureher, the 
candidate agreed IO facilitate the audit by malong available in one central location office 
space. records and such personnel as are necessary to conduct the audit and examination. 
The candidate and committee agreements provided for at 11 CFR 59033.1 were signed in 
October. 1995. 

As detailed above. cenain records necessary to the conduct ofthe audit 
were not made available at the commencement of audit fieldwork in January, 1997 and in 
some cases were not made availabk untii subpoem were issued by the Commission to 
compel production. The Primary Committee is entitled IO express its opinion and attempt 
to explain why it feels "[ill would be utterly inappropriate for such a distorted and onc- 
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sided description process to be included in the prop0 Fiaal Audit Report.” 
The Primary Committee’s response will be included in the docments available to &e 
Commission when the audit rrpon is consided in open session. 

Unless specifically discussed below. no material noncompliance was 
detected. It should be notcd that the C o d s s i o n  may pursue further any of the matters 
discussed in the audit rrport in an dorcemaf  action. 

Section 441b(a) of Tide 2 ofthe United States Code states. in pa& that it 
is ranlawful for any corporation to d e  a. contribution in connection with any election for 
Fcdcral ofice. 

Section 1 16.3(a) of Title 11 of the Code of F e d d  Regulations states that 
a commercial vendor that is not a corporation may cxvnd d i t  to a candidate. a political 
committee or another person on behalf o fa  candidate or poiitid committee. An 
extension of credit will not be considered a conmbution to the candidate or political 
committee provided that the credit is extended in the ordinary course ofthe commercial 
vendor’s business and the terms arc substantially similar to extensions of credit to 
nonpolitical debtors that arc of similar risk and size of obligation. Section 116.3(b) of 
Title 1 1 of the Code of Federal Regulations states that a corporation in its capacity as 
commercial vendor may extend to a candidate, a political committee or another person on 
behalf of a candidate or political cornminee provided that the credit extended in the 
ordinan. c o m e  of the corporation’s business and the terms am subst;tmtially similar to 
extensions of credit to nonpolitical debtors that arc of similar risk and size of obligation, 

Section I 16.3(c) of Title 1 1 of the Code of Federal Regulations states that 
- 

in determining whether credit mas extended in the ordinary course of business, the 
Commission will consider: (1 ) whether the commercial vendor followed its established 
procedures and its y s t  practice in approving the extension of cndit; (2) whetirer the 
commercial vendor received prompt payment in full if it previously extended credit to the 
m e  candidate or political committee: and (3) whether the extension ofcredit conformed 
to the usual and normal practice in the comercia1 vendor’s trade or indusny. 

During OUT review of selected Primary Committee disbursements. the 
Audit staff noted that on October 28. 1996. the Primary Committee made three payments 
to the polling firm of Penn + Schoen Associates. Inc. (Penn + Schoen) which included 
reimbursements for travel expenses. tolaling 574,970, incurred by Mark Pcnn, Douglas 
Schoen and Jill Kaufman between May 4. 1995 and June 30.1996. The invoices were 

6 



7 

dated October 28.1996, and were date snamped as meived by the Primary Committee 
also on October 28,1996. 

The Primary Committee paid approximateIy SI.$ milIion (16 paymenrs) to 
Pcnn + Schocn, the Primary Committee’s main polling firm, during the period covered by 
this audit. It appeared that other paymalts to this vendor were made in a timely manner. 
During audit fieldwork the Audit s ta f f \~s  unable to determint if Pcm + Schoen 
followed its established procedures and its past practices relative to this extension of 
credit nor were we able to determine whether the extension of credit conformed to the 
usual and normal practice in the vendor’s indumy. The reimbursement policy in Perm .+ 

Schocn’s consulting agreement made no mention as to t h e  frames for the billing and 
payment of travel expenses. According to a Dun + Bradsrrrct Public Record Search, 
Pcnn, Schoen + Berland Associates. Inc. (former m e :  Penn + Schoen Associates. Inc.), 
was incorporated in the smte of New York on October 30, 1984 and was d l  active as of 
January 17,1998. 

The Primary Committtx provided documentation in the form of an 
affidavit Prom Rick Joseph who is the Controller at Penn + Schoen. He is responsible for 
preparing and sendkg invoices to clients for scrVices rendered and expenses incurred. 
Mr. Joseph stated the Controller position was vacant for approximately foux months pnoa 
to his employment (September 3,1996) and that due to inadequate stafbg. during this 
vacancy. Penn + Schoen did not regularly bill its clients for invoices that required 
research or back-up documentation. Mr. Joseph stated Punher that soon &er his 
employment. he discovered that invoices for travel expenses incunrd between May, I995 
and June. 1996. on behalf of ClintodGorc ‘96 Primary Committee, Inc. had either not 
been invoiced to the Primary Committee or were invoiced, but lacked the correct back-up 
documentation. The Controller continued by stating that while the position of Controller 
was vacant an accounting assistant forwarded ten invoices to the Primary Committee 
totaling f45.3S 1. for travel dating back to May, 1995. however, Perm 9 Schoen was 
notified by the Primary Comminee that these invoices did not contain dl the necessaq 
back-up documentation. During August - September, 1996, as requested by !he Primary 
Committee. Penn + Schoen continued to provide additional documennation 10 suppon its 
reimbursement requests. The Controller stated that he rebilled the Primary Committee on 
October 28. 1996 for Sj7.548 to comply with the Primary Committee’s travel 
reimbursement policies. Perm + Schoen was nimbursed for thiz amount on October 28, 
1996. Mr. Joseph stated that he sent an invoice on October 4. 1996 to the Primary 
Committee for the amounts of 52.057 and 516,605 with back-up receipts for Mark 
Penn‘s and Douglas Schoen’s travel dating back to January 1. 1996. These invoices were 
revised on Octokr 28, 1996 to comply with the Primary Committee’s travel 
reimbursement politics. The Primary Cornmiace reimbursed Penn + Schoen for the 
a m o u n ~  of 530.262 and S14.830 on October 28. 1996. 

In the Exit Confemncc Memorandum (the Memwandurn). the Audit stafT 
recommended that. the Primary Committee provide additional documentation or any 
other comments to demonstrate that the credit extended ($74.970 in travel expenses 
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incumd) by the ven‘;ir ~ B E  in the normal COW of its bmirness, including statements 
horn the vendor and did not represent a prohibited conbibmion. Ibe information 
provided should include examples of other customers or clients ofsirplilar size and risk 
for which similar senices have been provided and similar billing afianpernents have beem 
used. Also, infoxmation concerning billing policies for similar clients and work, advance 
payment policies, debt collection policies. and billing cycles should be included. 

In response to the Memorandum, the Primary Committee staped that the 
Commission regulations and advisopy opinions do not provide a set time in which 
payment ~ ~ 5 1  be made, but only reqlain that the billings be handled in the vendor’s 
normal couse of business. It funher stated that the domnenPa9ion confums that the 
vendor handled its respective billings in the noimal and ordinary CBUTSC of its business in 
accordance with 1 1 CFR 5 1 16.3. 

The Primary Committee also submitted another affidavit b m  Mr. Joseph, 
the currcnt Controller at Penn + Schoen. Mr. Joseph stated that the project manager 
generally oversees the billing with respect to his or her project. “Genemi&, our normal 
business practice is to bill on a c m n t  basis for our services, such as polling. However, it 
is also generuiiy our normal billing practice. unless a credit risk is perceived with respect 
to a panicular client or other special circurnsrances exist, to UtllDYIy bill most of ow 
reimbursable travel expenses at or about the conclusion of a project.” (Emphasis not in 
original.) 

Mr. Joseph stated further that an effort was d e  to advance the biliing 
prccess for travel expenses billed to ClintodGore ’96 rather than waiting until at or near 
the conclusion of a project. However, rhe effort was not successful for the following 
reasons: 

e hfark Penn and Doug Schoen. the project managers, ~ave led  at that time on a 
continual basis and were extremely busy, it was v q  dificult for them to find the 
time. given their schedules. 10 galheriheir expense documentation or to review 
and sign off on expense repom. They were simply too busy performing services 
under h e  pressure of a campaign IO perform the project manager’s travel expense 
billing function in advance of the completion of the project. 

The accounting dcpanment. consisting of only a Controller and IM assistant, was 
understaffed and thus nor equipped to step in and perform the project manager’s 
function. 

e Given the size of the client and the project, the billing process, the understaffing 
and staff m o v e r  in the accounting d q m e n t ,  the hectic navel schedules of the 
principals. the project managers involvement in the project as well as other 
projects. ClintonGon ‘96 was billed travel reimbursements at or about the 
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e project, which, at the t h e  was the 
customarily applied to other clients similarly situated. 

.. 

Thus, according to Mr. Joseph, the billing for aivcl nimburscmenrs to 
ClintodGore ’96 was in the or- c o m e  of business. 

in the Audit W s  opinion. the affidavit b m  Mr. Joseph could be 
interpreted that with respect to the Primary Committee. Pcnn + Schoen’s normal billing 
practice for travel expenses would be to bill on a current basis as opposed to at the 
conclusion of the project. He stated “generally OUT normal billing practice. urnless a credit 
risk is perceived with respect to a particular client or othm specid circumstances exist [is] 
to usually bill most of our reimbursable travel expenses at or akx!  the conclusion of a 
project.” Mr. Joseph appean to be stating h t  Penn + Schoen was aware of the 
impomce  of billing the Primary Conunittee for travel expenses on a timely basis. 
Wowcvcr. due to u n d c d m g  and/or staf€mover, timely billing was not possible. The 
Primary Committee did not submit, as recommended. documentation horn Pmn + 
Schoen such as examples of other customers or clients ofsimilar size and risk for which 
similar servkes have been provided and similar anangements have been w d .  Such 
documentation is critical in determining if an extension of credit was made in the 
ordinary course of business. 

In the opinion of the Audit staff. the Primary Comminec did not 
demonstrate that the extension of credit by Perm + Schoen conformed to the usual and 
normal practice in i ts business or in its industry as required by 11 CFR 5 116.3. 

As a result. the amount of the contribution made by Pcnn + Schoen 
remains at $74.970. 

111. FISDINCS AND R.FXOMMENDATIONS - REPAYMENT MATTER§ 

A. RJX3”T OF Ah’ APPARENT EXCESSIVE CONTRIBUTION - MEDIA ADS 
PAID FOR BY THE DEHOCRATIC XATIONAL CQMMITTEE 

Section 44la (a)(2)(A) o f  Title 2 of the United States Code states in part 
that no multicadidate political committee shall make contributions to any candidate an+ 
his authonzed political committees uith respect to any election to Federal ofice which, - 
in the aggregate, exceed 25.000. Section #la (a)(7)(5) states tha~ expendimes made by 
any penon in cooperation. consultation. or concen with. or at the request or SUggeStiOR 
of. a candidate. his authorized political comminees. or their agents, shall be considered to 
be a contribution to such candidate. The section then states that the financing by any 
person of the dissemination. distribution, or republication, in whole or in part, of any 
broadcast or any written. graphic. or other form of campaign materials prepared by the 
candidate. his campaign cornminets. or their authorized agents shall be considered to be 
an expenditure. The purpose. content and timing of any speech-related expenditure 
distinguish coordinated activity that gives rise to a contribution fiom other interaction. 
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Section 44la(d) of Title 2 of the United States Code provides that the 
national committee of a political parry may make a limited amount of'koordinated pany 
expenditures" in connection with the general election campaign ofits bsidential 
candidate that are not subjeet to, and do not count toward, the contribution and 
expenditure limitations at 2 U.S.C. §Wla(a) and (b) including the expendim limitation 
for publicly-funded candidates. See Qh 1 1 CFR 01 10.7(a)(6). A coordinated party 
expenQirurr in excess of the 2 U.S.C. $441a(d)(2) limitations would be subject to the 
contribution limitations. 

In determining whether specific communications paid for by parties were 
coordinated expenditwm subject to the 2 U.S.C. fj4414d) limitations, the Commission 
has considered whether the communication r e fm to a "clearly identified candidate" and 
contains an "electioneering message'' in Advisory Opinions ("AO") 1984- 15 and 1985- 
14. Section 43 I( 18) of Title 2 of the United States Code defines the terra "clearly 
identified" to mean that the m e  of the person involved appears, a photograph or 
drawing of the candidate appears; or the identify ofthe candidate is apparent by 
unambiguous reference. In A 0  1984- 15, the Commission stm(ed that the definition of 
"electioneering message" includes statements designed to urge the public to elect a 
certain candidate or party, or which would tend to diminish public support for one 
candidate and gamer support for another candidate. Citing AO 198415. the Commission. 
also sated in AD 1985-14 that "expenditures pursuant to 2 U.S.C. $44la(d) may be made 
uithout consultation or coordination with any candidate and may be made kforc  the 
pany 's general election candidates are nominated." 

Section 100.7(a) of Title 1 1 of the Code of F e d d  Regulations states. in 
pan. that a contribution includes a gifi. subscription. loan. advance, or deposit of money 
or my~hinp of value for the purpose of influencing a Federai election. Anything of value 
includes all contributions in-kind. 

Section 100.8(aKI) of Title I1 ofthe Code of Federal Regulations defines 
an expenditure to include any purchase, payment, distribution. loan. advance. deposit. gift 
of money or anything of value, made by any person for the purpose of influencing any 
election for federal office. Section 100.8(a)( l)(iv)(A) of Title 11 of the Code of Federal 
Regulations states "anything of value" includes in-kind con~br*ions.  Section 
104.13(a)( 1) and (2 )  of Title 11 ofthe Code of Federal Regulations requires rhat each in- 
kind contribution be reponed BS both a convibution and an expendim. 

Section 44 la(f) of Tide 2 of the United States Code prohibits candidates 
or political comminees from knowingly accepting any contribution that violates the 
contribution limitations. 

Section 9032.9 of Title I I of the Code of Federal Regulations defines a 
qualified campaign expense as a purchase, payment, dimibutioh loan, dvance. deposit, 
or piti of money or anythrng of value that is: 

10 
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incurred by or on behalf of a camdidate or his or hcr authorized committee 
from the date the individual becomes a candidate through the last day of the 
candidate's eligibility; 

e made in conncaion with his or her campaign for nomination; ad, 

e neither the incumace nor payment of which constitutes a violation of amy law 
of the United States or sf any law of my State in which the expense is 
incurred or paid. 

An expenditure is d e  on behalf of a candidate, including a Vice 
Presidential candidate, if it is made by: 

e am authorized committee or amy other agent of the eamndiciate for phc plarpose of 
making am expenditure; 

0 any person authorized or requested by the candidate, an authorized committee 
of the candidate. or an agent of the candidate to make the expendim; or 

a committee which has been requested by the candidate, by an authorized 
committee of the candidate. or by an agent of the candidate to d e  the 
expenditure. even though such commitace is not suthopized in writing. 

Section 9034.4(e) of Title 11 of the Code of Federai Regulations provides 
the following mules that apply to candidates who receive public funding in both the 
primip and general election. Any expenditure for goods or services that an used 
esclusively for the primary election campaign are attributed to the primary committee's 
expenditure limits: my expendim for goods or sesvices hiit 
general election campaign arc attributed IO the general election limits. The costs of a 
campaign communication that does not include a solicitation arc attributed based on the 
dare on which the communication is broadcast, published or mailed. Media production 
COSIS for media communications that an broadcas or published both before and after the 
date of the candidate's nomination are amibutcd 50% to the primary election limits and 
50% IO the general election limits. Distribution costs, including such costs as air time 
and advenising space in newspapers. shall be paid for 100% by the primary or general 
election campaign depending on when the communication is broadcast or distrjbured. 
The relevant date for determining whether an expense is for the primary or general 
election is the candidate's date of nomination. 

used exclusively for the 

Section 9035. I(a)(I ) of Title 1 I of the Code of Federal Regulations. sta~es. 
in pan. that no candidate or his authorized committees shall knowingly incur 
expenditures in connection with the candidate's campaign for nomination that in the 
aggregate exceed 510.000.000 as adjusted under 2 U.S.C. §441a(c). 

11 
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Section 441aCb) and (c) of Title 2 of the United States Code makes 
publicly-funded candidates subject to expenditure limitations. Section 9033(b)( 1) of Title 
26 of the United Stapes Code requires that, to be eligible to meive  public financing in the 
primary election, a candidate must certify to the Commission that, inter alia. he or she 
and his or her authorized committees will not incur qualified campaign expenses in 
excess of the expenditure limitation. Section 4Bla(f) of Title 2 of the United States Code 
prohibits candidates or political committees h m  knowingly making expendims in 
violation of the primary election expenditure limitation at 2 U.S.C. §441a(b). 

BACKGROUND 

During the audit fieldwork, the Audit spaffrequested station docmenution for all 
media ads placed on behalf of the Primary Committee by its media vendor. Fuither. the 
Audit staffrequested bank statements, including all cnclosurcs. for all bank accounts 
maintained by the media vendor and used to make payments for media & placed on 
behalf of the Primary Committee.’ The Primary C o d t t a  stated initially that bank 
statements for the media vendor‘s account wed to handle the Primary Committee’s 
activity. although requested would not bc provided to the Audit staffbe~ar~se the bank 
account used by h e  media vendor also contained activity related to other clients. 
Subsequently, the Primary Comrninee provided certain canceled checks paupofled to 
represent checks issued by its media vendor for Primary Committee media buys; station 
documentation for cenain media flights was also provided.‘ 

Bared on our review of the documentation made available. the Audi! staff 
determined &at the Primary Committee’s media vendors were Squier Knapp Q c h  
Communications (SKQ) and November 5 Group. Inc. (Nov 5) .  Primary Committee 
media ads‘ that aired in June 1995 through March 1996 were placed by SKQ. S u i n g  in 
May 1996 through August 21, 1996. all Primary Committee media ads were placed by 
Fiov 5 . 3  Both SKO and Nov 5 maintained at lcasr one bank account each at the National 
Capital Bank of Washington. From these accounts. funds were disbursed to television 
stations in payment of media ads on behalf of the Primary Committee. According to a 
newspaper anicle (The Washington Post. Sunday. January 4. 1998, A Section) Roben D. 
Squier. William N. h p p .  Mark Penn. Douglas Schoen and Dick Moms w e n  each a 
partner in Nov 5 .  

- 
1 For Title 26 audits of primary and gencnl election candidates. these records may also be 

cxunmcd at the ofices of h e  media fum. 

Media flights represent a pcnod of tune VI which one or more media ads WM placed. 

Throuphout his Mmonndum. “Runq Cornminee Id” refers to an advertisement paid for by 
the h a p  Commince. It doer not include a& that may bc related to the primary election but 
were paid for by the DNC cilhcr directly or though vanous Demacniic state parry comminees. 

I 

No Runq Comminee media ads were placed during rhe period August 1995 through February 
19%. 

1 
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h4r. Squier and Mr. Knapp arc p t m e ~  at SKO, the Frimary Committee’s 
principal media vendor. Mr. Prnn and Mr. Schoen are partners at P a  + Schoen 
Associates, Inc. @SA) the primary Committee’s polling h.‘ Mr. Moms was a media 
c o d m t .  

In addition, the Audit &noted innances where canceled checks issued by 
SKOMov 5 contained motations such as ”DNC“ or “DEMOCW.TIC NATIONAL 
C O W S T A T E  PARTY.” Station documcntatisz (also known as sation affidavits) 
issued by the broadcast station contained information such as the date, time. name or 
other reference to an ad aired, amount charged for air time, and the television station rhat 
aired an ad, as well as a section that contained the name of the advertiser and product. In 
many instances, the advertisedprodust section contained refences such as “democratic 
national committee”, “dndclinton gore ‘96” or “dnc.” 

On July 2,1997, the Commission issued subpoenas to the Primary Committee, 
SKO, and Nov 5 in order to obtain media reconciliations, station documentation not 
previously provided, all bank statements. all canceled checks and debit advices issued by 
the media vendor on behalf of the Primary Committee and all dcposit tickets/slips and 
credit advices associated with the deposit of Primary Committee funds into my 
accoun!(s) maintained by SKO or Nov 5.’ 

Cowsel for the Primary Committee responded on behalf of the Primary 
Committee. SKO and Nov 5 .  In response. media eeconciliations, dl missing station 
documentation for flights, and a VHS tape of Primary Committee media ads were made 
available for review. SKO and Nov 5’s ban& statements and enclosures represented as 
specifically related to Pimar). Comminee msactions were also d e  available. 
However. the bank StaIements contained redactions. 

In order to obtain all bank records related to these X C O U ~ ~ S ,  the Commission 
issued a subpoena to the National Capital Bank of Washington on September 3. !99?. for 
all bank statements. enclosures. including canceled checks. deposit items and all debit 
and credit advices for the identified accounts maintained and w d  by SKO and Nov 5. 
The period covered was April 1995 through Decernkr 3 1,1996. The National Capital 
Bank of Waslungton (the Bank) submined bank statements, and all enclosures which 
could be retrieved from the Bank‘s records systems foe the accounts requested. 

11 appears !hat the rcsulrc of polls. advenlrmg tests and mall usu WCR used to develop media ads 

Media reconciliations were prepared by the media fum and contained information such as. client 
name. flight date, ad name. broadcast stations used. check number used to pay a specific station, 
p s s  billing. net paid to station. net due to stations. commission charged. mount due from client 
and amount received from client 

13 U T A  
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and 30,1998, the Commission is anal submenas to - -  
SKO and N O ~  5 in order to obtain additional media documatation including media 
reconciliations (in electronic format), certain bank records, VHS tapes, and station 
documentation for all advcntiscments paid fiom the SKO and NQV 5 accounts by or on 
behalf of the DNC or any state or local party committee. or was associated in any way 
with the DNC or any state or local party committee. The p n o d  coirered was April 1, 
1995 thrsugb August 28,1996. 

The Audit staff reviewed all documentanion prOVid4 by the Primapy C o d t t t x  
and all documentation received as a result of the above subpoenas. Our review found that 
during the period June 1995 through August 28,1996, media ads were placed by SKO 
ancUor Nov 5, the cost of which was funded directly or hdirrctly by the Democratic 
National Committee (the DNC).' The cost of the DNC media ads URLS $442,373,336.' 
During the same period Primary Committee media ads were placed by SKO and/or Nov 
5. the cost of which ($1 1,731,101) was funded by the primary Committee. 

Our review also found that the DNC wired funds directly to SKO and/or Nov 5 
bank accounts. In addition, the DNC itemized on iu FEC repom disblarsements of funds 
directly to state party committees; once received the state party committees wired funds 
to either SKO's or Nov 5's bank accounu. In &e case ofone state party cornmince. the 
Pennsylvania Democratic Commince. it was noted that in excess of $4,000,000 was 
sired to identified accounts maintained by SKO and Nov 5. Credit advices included ~ d h  
SKO's and Nov 5's bank statements identified the funds as wire transfers originating 
from CoreStates Bank. These credit advices conmined the following notation 
TORESTATE PHIL [apparently Philadelphia] ORG=COMMERCIAL. LOAN 
HAWSBURG HARRISBURG FIS ORG #0101 PA OO".'o 

The chan below depicts the dates of and amounts due to broadcast stations 
relaiive to the placement of Prinaq  Committee ads and DNC adsii undmaken by SKO 

I Audit work performed to prepare t h i s  Memorandum did not include an examination of the DNC's 
or smtc panies' bank or other internal financial records. Disclosure repom (DNCISmte parry 
comminces) filed with CRe FEC urn rrviewed. 

T h i s  figure rcpresenu b e  amount due to bmadcast slations relative to ads placed and aired. 

On Februar). 28. 1998. lbre Commission usued a subpoena to Coddates Bank in order to obtain 
m y  and all docummulion usociaied with the apparent commercial loan. To dale a ~IisfscIory 
response has not km mewed Reltrnmuy responses received appem 9 0  indicate the source 
of funds wvcd to SKO md Nov 5 was not, u1 whole of pan from lhc procctds O f 8  COmmeKill 
loan issued by CoreStates Bank Currently. an affidavit has been sent to Corestates Bank seeking 
confmsiton of issues addressed m the subpoma. 

Throuehout lhu Memorandum. "DNC aB' rcfm to my edvmisement paid for by Ihe DNC either 
duectly or through various Drmocrattc state p"ry comminccs. 

* 

i e  

II 
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and/or Nov 5. nnation WBS obtained i k m  media 
SKO and/or Nov 5. 

03/07/96 - 
03/27/96 

2,487.795 

I 

05/04/96 - 
05n 1/96 

3293,351 

071 101% - 
08/2 1 I96 

2,764,252 

1,944,252 I 08/21/96 - 
08/28/96 

initially. during the period June 27,1995 through July 24,1995 only Primary 
Commince ads were aired. During the period August 16.1995 through March 5.1996 no 
P r i m v  Committee ads aired; however. nearly S15.7 million was spene by the DNC to 
broadcast DNC ads. The next period. March 7,1996 though March 27,1996, both 
Primary Comminec and DNC ads were aired. These pattans continued though August 
21,1996. Only DNC ads aired during the period from August 22,1996 to August 28, 
1996 (the Candidate's date of ineligibility). 

15 ATTA 
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To recap, nly primary committee tvds wcre run 5 - 7/24/95), then 
only DNC ads (8/16/95 - 3/5/96), followed by both Primary Cornminee and DNC ads run 
(318196 - 812 1/96). Finally, no Pnmary Committee ads w m  placed atber August 2 1, 
1996; however, during the paid August 2 1,1996 through August 28,1996, placement 
cost for DNC ads, totaled $1,944252 (excluding commissions). It should be noted that 
the DNC reported the cost ofDNC ads which aired August 15,1996 through August 28, 
1996 as expdittlres pursuant to 2 U.S.C. §44:a(d). 

?. i:.i . .. .~ -. . ~. . .  . . .  ~. - .. .. . .  . . .  
j . :  

As can k easily identified. two distinct pattern exist. They are: 1) periods of 
time when only Pnmary Committee ads wcrc aired and periods of time when only DNC 
ads w e n  aired; and. 2) periods of time when both DNC and Primary Committee ads were 
aired. 

EVIDENCE OF COORDINATION 

The items discussed below indicate coordination and cost &axing between the 
Primary Cormnittee and the DNC. As of the close of audit fieldwork, documentation 
with respect to allocations of costs between the Primary Committee and the DNC had not 
been reviewed. 

Shared Production Exucnses 

On May 8,1996, SKO invoiced the Primary Committee S10.605.96 for 
production expenses related to a shoot in lowa (U1.0196 - 2/11/96), dubbhglshipphg 
costs and film shoot and navel expenses. Anached to the invoice was a breakdown of 
expenses which totaled $21.21 1.91. These expenses were allocated equally between the 
Primary Committee and the DNC. The Primary committee paid §KO $10,605.96 toward 
these expenses. Information was not avaiiable with which to verify the DNC’s payment. 
On the same date. SKO invoiced the Primary Committee 510,605.68 for expenses 
associated with “Shoo1 footage of Clinton at White House for Video - ‘low&%ew 
Hampshire‘.” Supporting documcntatron fotall related sub-contract expenses was 
annotated with the DNC’s account code. The Primary Committee paid SKO 310,605.68 
on May 31. 1996 

In anothe. instance involving SKO, the Primary committee was invoiced 
S3.076.90 for expenses related to B-roll shoot (2/7-9/96 - 3120196). Attached to the 
invoice was a breakdown of expenses. which totaled f46.153.80. These expenses were 
allocated equally berween the Primary Committee and the DNC. The Primary Committee 
paid SKO S23.076.90. Information was not available With which to verify the DNC’s 
payment. 

Finally. September 16, 1996. SKO invoiced the Primary Committee 
$15.829.65 for expenses associated with an ad entitled “Nobody”. Supporting 
documentation includes an invoice from Interface Video Systems, Inc. for 
dubbinglsatellitc charges totaling $1.215. Of the 5 demilcd charges noted on phis invoice, 
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three charges, to 984, were annotated CIG and nvo c totahng s23 1, were 
annotatedDNC. ?htSKO invoice included only the Primary Cornminee's portion of the 
dubbing and satellite charges ($984). The job title line states 'Nobody' and 'Them' I 75 
VHS and 23 BCSPlMike McMillen." The words "Nobody" and ''Thrn" were annotated 
C/G and DNC respectively. 

As discwed below under The TV Ads. the Primary Committee ad Nobody and 
the DNC ad lhm were exactly the same in audio and video content.u Both ads tan in 
August, 19%. 

Of the remaining 10 SKO invoices issued to the Primary Committee and 
associated with production expenses, all but two contained motatiom indicating DNC 
related charges. 

PLACEMENT OF AD5 

Coordination between the Primary Committee and the DNC as evidenced in the 
placement of ccnain ads by Nov 5 was noted during our review. 

During the period May 25,1996 to May 31.11996, Nov 5 on behalf of the Primary 
Committee placed ads totaling SI . I  0 1,062. During the same period, Mov 5 on behalf of 
the DNC placed ads toding $563.253. The DNC ads and the Primary Committee ads 
were placed with the same 1 12 broadcast stations. With respect to & placed with I09 
(of the 1 12) sratiom. the checks issued by Nov 5 to the stations on behalf of the DNC or 
the Primary Committee were in the same amount. For example, during this period, Nov 5 
placed ads at the broadcast station WCCO. Nov 5 issued check number 2146 in the 
mount ofS13.855 to the station on behalf of the DNC for ads placed. ?his check was 
annotated "dnc/state party committee". In addition, Nov 5 issued check number 243 1 in 
the amount of S 13.855 to the same station on behalf of the Primary Committee for ads 
placed. However, i: should be noted h a t  the media reconciliation for this period 
indicated that only Si73.049 in ads were placed on behalf of the DNC. In response to ow 
inquiry. a representative of Nov 5 stated. "[tJhe media buy wias scaled back considerably 
afrer the checks were sent to the stations. The stations kept l e  money and applied the 
surplus to the next media buy placed by the DNC. The acnral amounts are reflected in the 
media reconciliations previously provided IO you." 

Even though the DNC's media flight '*was scaled back considerably" the initial 
placement of h e  ads indicates coordination with. ads placed on behalf of the Primary 
Committee. 

I1 Near the end of each ad a "PAID FOR BY ..." appears superimposed on l e  video portion. for l e  
DNC ad the payer IS the DNC or a s w e  pany organuation. for L e  Runary COmmlNee ad. the 
payer IS the Runary Comminec. 
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r otha DNC media flights and ommnittee media flights 
both covering the &e time period. Primary Committee and DNC ads were placed at the 
same stations, however, the amounts charged by the stations W~TC not exactly the m e  
with respect to DNC ads versus Primary Comnaittee ads as plmed. 

Another indicator of coordination between the Primary Committee and the DNC 
involves a standard form memorandum for authorization of production and air time 
purchased. One section ofthis mernomdum statrs “The cost will b allocated 
a 
“attorneys to determine.” The following individuals were named recipients of this 
memorandum: Peter f i g h t  (F’rhary Cormmittre - Campaign Manager). Ted Carter 
(Primary Committee - Chief Operating Officer/Dcputy Campaign Manager). Harold Ickes 
(then White Wow Deputy Chief of Stafy), B.J. Thornberry @NC Chief of Sta!T), Bill 
b p p  (Media Con~ul tan~ SKOfldov 5). Jeff King @NC Fmce Division). Doug 
Sosnik (white House Politid A&R Dimor),  B d  Marshall @NC Chief Financial 
Officer), L p  Utrccht (Primary Committee ‘s G e n d  Counsel) and Joan Pollitt 
(Treasurer - Primary Committee). 

% for the DNC and % for ClintodGore ‘96.” The next line stares 

One authorization memorandum. dated July 3,1996, from Harold Ickcs and Doug 
Sosnik to Jennifer O’Comor (then Special Assistant to the President) authorized SKO to 
produce 1 spot. Within the section entitled “other” the memorandum states: 

Tobacco I’ 

2) DNC buy - Sl.1 (million] - 7/10 - 7/16 
3) dubbing and shipping - c-g - $5,000 
4) production - S I4,OOO - c-g 

1) C-G buy - S617.000 - 7/9 - 7/16 

With respect to allocation, rhc rnemoraiidum states “attorneys to determine”. 

Nov 5 placed Primary Committee ads toding $468.682 (First Time) and 
591 5,627 (Hold) during the period July 9.1996 through July 16.1996 and July 11. I996 
through July I S .  1996 respectively. Nov 5 placed DNC ads totaling 5457.030 during the 
period July IO. 1996 through July 16.1996. The Primary Committee ad “First Time” 
addressed children trying smolung for ?be f i r s  time. The DNC ad “Enough“ included, 
among other topics. school anti-drug programs. 

In First Time, President Clinton‘s stated position to “stop ads that teach OUT 
children to smoke” is conuastcd to Dole‘s stated position of opposing an FDA limit on 
tobacco ads that appeal to children and his position that “cigarettes aren’t necessarily 
addictive” and presents to the viewer a choice “Bob Dole or President Clinton who’s 
really protecting OUT children?” The DNC ad. entitled Enough (the audio and video 
portion is very similar IO DNC ads “Another” and “lnireased” which also ran in late June 

The Audit staff did not receive a copy of an rd(s) entitled “robacco” h VHS format. IS 



. .  . .. 
s i  

8 : :  

3.. .~ . 
r 

i 
: :. 

,. 

.~ .. . . ... ... ., . . .. 
i I .~ 

i .: 
.. 
::: 

. .. _ _  
i :  Y 7-- 

.. . ~ ... . . .  ... . . .. . .- 

and early July, 19 o n m  President Clinton's stated accomplishments in the areas of 
immigration, a ' h e ,  and SChQOl anti-drug p ~ ~ g r a m s  to stated positions attributed to 
republicas or DoldGingrich such as opposing the protection of U.S. workers from 
replacement by foreign workers and the stated consequences of %e Bole Gmgrich 
budget" such as to rrpeal approved funding far 100.000 new police and to authork less 
funding for school mtidmg programs. The BNC ad concludes with uonly Prcsident 
Clinton's plan protects our jobs our values." 

?ke Primary d mentioned Bob Dole and his views which arc connssted to 
President Clinton's - the DNC ad mentioned the Dole Gmpich budget and Cole Gingrich 
attempts to cut funding to p r o p m s  endorsed by President Clinaon. The former presents 
a stated choice Dole or Clinton, while the DNC ad presen?~ the c i a  message that " O ~ Y  

President Clinton's plan protests our jobs our values." In the opinion of the Audit staff, 
both ads arc designed to garner public support for a CeRain candidate, namely President 
Clinton and diminish public support for Bob Dole. A detailed discussion of the content 
of ail 37 DNC ads aired dlrring the primary period is included below. 

Another indicator of coordination is  contained in an authoht ion memorandum 
from Jennifer O'Connor (then Special Assistant to the hs idcnt )  to Peter Knight, B.J. 
Thornberry, Brad Marshall, Ted Carter, Joan Pollits Lyn U w h t  and Joe Sandier 
(General Counscl of the DNC), with a copy going to Harold 1ckes. phis memorandum 
relates, in pat. "Harold has authorized payment oftke following SquierKnapplOchsl 
invoices with corresponding authorization forms. Authorization is to pay only costs 
which meet the DNC and Re-elect poiicies. including travel pclicirs."" The 
memorandum listed authorizations to purchase both production and air time with respect 
to the DNC and the Primary Committee. 

In response IO an Audit staff inquiry concerning various polls conducted on behalf 
of the DNC and the Primivy Committee, Mark Pem. as president of PSA, stated in an 
affidavit that 

"beginning in April 1995 until November 1996. I presented 
polling results at meetings held at the White How residence. 
generally on a weekly basis. The results were presented 
simultaneously to the representatives of ClintonlGore, the 

White House and the DNC who w m  in anendance a1 these meetings." 

I* 

I3 

The Audit dfhrr  not reviewed my of hew "policy" docwenu at phis the.  

The Regulwonr. ar I I CFR IO6 4 - Alloutton of Polling Expenses -provides for the sharing of 
poll results and alloution of CON related !hereto. The con of all h a y  CommiNee and DNC 
~prunary) polls tolaled 53.1113216 The con rllosaied to the Primary Cornminee was f1.732.7S2 
(54%) while the DNC share totaled $1.450.460 (46%). The Audit nsff viewed this allocation of 
COSU o( wo%ctble. 
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Mr. Pem also states he presented polling results to Senator Chris Codd and 
Donald Fowler. Co-Chairmen of the DNC. at separate briehgs. 

in response to our inquiry, Joseph E. Sander, G e n d  Couescl of the DNC. in a 
letter, dated April 8,1998, to Lyn U-cht, G a d  Counsel sf the Primar)l Committee 
stated, in part: 

”this will respond to your rcquesl for information about the 
distribution of information from polls conducted by Pew Schoen Br 
Berland (formerly known as P e w  & Schoen) jointly for the Democratic 
National Commitssc (“DNC”) and either ClmtonlGore ‘96 
Committee or ClintonlGore ‘96 G e n d  Commhee, the costs of polls 
have been shaml by the DNC and one of the ClintodGore committees. 

The purpose of these polls. conducted during 1995 and 1996, was 
to determine the Democratic Party’s message and polit id s&atcgy for 

sponsored media and Pany-created campaign rmtt&rids, and of developing 
message and m t e g y  for the field op&wtions run by the state Democratic 
Panics. with assistance and partial funding by the DNC, on kWf of the 
entire Democratic ticket in the 1996 general election. 

purposes both of creating Pany comunicatiom, including Parry- 

I am advised that. to these ends: 

(1 ) All poll results were made available in full PO the DNC’s media 
consultants (Squier/Knapp/Qchs. Message Advisors. Sheinkopf & 
Asssda~es and Marius Pencmer. and November 5 Group) who created 
Parry issue advertising for h e  DNC and Democratic state party 
committees, advertising which was run in 1995 and 1896.” 

- 
In the Audit staffs opinion. the above items discussed under Production. Ad 

Placement and Polling demonstrate that coordination between the White House, DNC, 
SKQ. No\ 5 and the Primary Committee existed with respect to the development and 
placement of both Primary Comminee and DNC media ads. 

THE T T  A g  

The information discussed above was gleaned from our review of bank records, 
media flight reconciliations for time buys @repared by SKO or Nov 5). &idavits and 
invoices issued by the broadcast stations. i n t e d  documents prepared by the Primary 
Committee related to the planning and purchase of TV air time. production invoices and 
related documents. most of which were obdned as a result of subpoenas issued by the 
Commission io SKO and NOV 5 and their bank. and the P r i m q  Committee. Also 
obtained via subpoena were video tapes represented to contain all ads placed or run on 
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behalf of the omminee or the e n d  Committee; taws represented to 
contain all ads paid for or run on behalf of the DNC or any state or l i d  p& committee. 
or associated in any way with the DNC or any state or local party c o n d t t ~ ~  and related 
to any mnsctions in two bank ~ccounts used by SKO and Nov 5 for the peaid April 1, 
1995 h u g h  Novemk 5.1996. In response to these subpoenas the Audit staffreceived 
a total of 13 video cassettes containing 13 Brimary Committee ads, 53 General 
Comminee ads. and 812 DNC &.I6 

AS noted in the previous sections. thm WBS apparrntly ~00pdinari0~ ktwcen the 
DNC and the Primary Committee concerning the production and placement oftelevision 
ads during the period from April 1995 to August 1996. The Final Repoff of the 
Committee on Governmental Affain, United States Senate - Investigation of Illegal si 
Improper Activities in Connection with 1996 Federal Election C&un@gns (the Senate 
Report) provides additional idomtion. According to the report, representatives fiom 
the White House. the BNC, and ClintodGon would meet at the White House 
approximately once a week to discuss media, polling, speeeh writing and policy and issue 
positioning.” In July, 1995, it was first explained that DNC funds would k used to pay 
for ads during the primary campaign period.” According to testimony provided by 
Richard Moms, the General Counsel of the DNC and the General CO~KISC~ of the Primary 
Committee “laid down the rules of what advenisemenwf  what the content of 
advertisements and the timing Qf the media buys could k in connection with the 
Democratic National Committee advenising and in connection with the Clinton-Gore 
advertising.”” Finally, Exhibit 5-6 of the Senate Repon - a memo for the President. Vice 
President, Panetta Icket. Liebeman. Lewis and Sosnik only, apparently dated February 
21, 1996. sets forth the amount of funds relative to DNC media buys and “ C G  media 
buys from F e b w  1996 through May 28.1996. In summarifiag &e mounts for DNC 
and CG buys. this language is included: 

”8.  Total Clinton Gore Money through May 28: $2.5 mil. 

1. Unless Alexander is nominated and we c m o t  use DNC money 
to anack him. 

7 .  If Dole is nominated. we need no additional CG money media 
before May 78 since we can anack Dole with DNC money 

- . ._ 

- 
In h e  uy of l e  DNC ads. thm appeared to be 59 a& which were then duplicated for use by 
VMOUI M e  parry orpnlmtions The content of rhc ads is identical except for l e  2 U.S.C. 
44 ld(aK3) sutcmcnt (e g.. paid for by rhe Ohio Democratic Pany) 

Senarc Repoflo1 page 116. crrmg Moms deposiiron. p. 124 

Accordmg IO media records. Ihc DNC ads fmt m b e ~ ~ c e n  8/18/95-1101/95. 

M o m  deposition. pp. 117-18 as cmd UI the Senate Repon. 

I* 
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DNC money now through May 28, $ 9. 

The placement cost for DNC media buys for the period 2/13/96 through 513 1/96 
w-as about $12 million; the placement cost for Primary Cornminee media truys for the 
period 3/8/96 through 5/31/96 was $1.72 million. 

Notwithstarnding the excerpts h m  the Senate &port cited above. the evidence 
developed during audit fieldwork in the Audit &s ophion, demonstrates that 
coordination existed between the DNC and the Primary Committee concaning the 
production of ads and the purchase of broadcast time to ah those ads. 

Our review of 37 DNC ads made available and which. according to station 
invoices and the media fms' rrconciliations of DNC buys, rn dlaing &e primary 
campaign period indicates that President Clinton, the candidate, was clearly identified in 
these ads, and that the ads appeared to convey electioneering messages. 

A review of the audio and video portions of each of the 37 DNC ads found that 
the candidate in addition to being featured in the video portion of ads is referred to during 
the audio portion as "President Clinton". "the 42nd president", "the president" - in one 
ad, the candidate's voice is the entire audio portion. 

In the case of three separate DNC ads which m during the period 8-15-96 
through 8-28-96. the audio and video content of the DNC ads are exact facsimi1es"o of 
three separate Prim- Committee ads (and nearly identical to a four&) which ran during 
the period 82-96 through 8-21 -96. The ad number. name of ad and text appear at Exhibit 
f! I. The DNC paid nearly $2.1 million io run these ads (plus one additional - Risky, 
discussed below) during the period beginning two weeks prior to the candidate's 
nomination at the convention. In August. 1996. the Primary Committee using its ads 
wth the same content as the DNC's, paid $4.1 million to run ad flights containing these 
ads 

Two pairs of ads (P l l"  REAL T I C U T  CG13-30 dl: D795 DOLWGMGWCW 
DNC1228-30: PI2 NOBODY CG14-30 %D796 THEM DNC1229-30) raise the questic? 
of who should be in the oval office given the slated consequences "'if it were Bob Dole 
sitting here [in the Oval Office]." The last pair (PI3 BACK CG09-30 dl: D794 SCHEME 
DNC 1227-30) conveys IO the viewer -"president Clinton meeting our chalilenges bob dole 
gambling with OUT future." In the Audit s t a f f s  opinion, all of the above ads contain an 

Near the end of each ad a 'PAID FOR BY ..." rppeur supemposed on the video ponion. for the 
DNC ads the payer i s  identified as the DNC or a M ~ C  parry otganintion. for the Rirsluy 
Cummince ds. the payer Is identified as the Pnmpry Committee. 

This identifier was assipcd by the Audit staff to dmoie a Runary Committee ad (e&. PI b o u g h  
P13); sunilarly IU denote a DNC ad. !he Audit staff assigned ideniifim DI through D112. 

n 

11 
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election&g mes 
certain candidate - namely President Clinton inncad of Bob Dole. 

- the content of each ad is designed to urge the public to elect a 

.. ... _. -. . .. ... . 
i 2 

.. . . .  . .  . . .  , L- . .  ... . s i :  . ... . 

The cost of these DNC ads was reported by the DNC as an expenditure made 
pursuant to 2 U.S.C. §44la(d) on behalf ofthe Candidate's general election campaign. 

G L M O  N'S POSITIONS VS DOLE'S POSITION S 

The Audit staff identified five DNC ads which aired during 1996 in which the 
candidate's position on the budget, Medicare. education, taxes, assault wcapons. welfare, 
children, the economy is juxtaposed to Dole's positions or Dole's legislative record (see 
Exhibit #2 €or text of ads). Three of the five ads (No, Proof, and Facts) ran between 
3/29/96 and 5/3/96 in flights involving $5 million in placement costs to broadcast 
stations. The voice-over relates to the viewer "Dole says no to the Clinton's plans it's 
time to say yes to the Clinton plans yes to h e i i c a ' s  families." 

The fourth ad. entitled Economy, discusses the Prcsidcnt's position on jobs, 
unemployment benefits, women-owned companies, job uaining and interest rates and 
points out that under 'the Dole GOP bill" and "a Dole amendment" these areas of the 
economy would suffer. This scenario is then contrasted with information on "40day['s]" 
economy - record construction jobs, lower mortgage mes, new jobs - highlighting "the 
President's plan for a better future." 

The fifth ad in this category. entitled %sky. c o n m  the Fksident's tax cut or mx 
proposals which would benefit worlung families against Dole's legislative record on 
tmes and the purported effect of these taxes on Medicare. education and the environment. 
The Economy and Risky ads ran during the period 7L?4/96 through 8/28/96 in flights 
where the air time charges totaled nearly $4 million (Economy $2.0 million; Risky $1.94 
miliron in same flighr with Them mentioned above). 

Here again. as was the case in the prurious discussion, the viewer is presented 
with a choice between TWO candidates-the President and his stated accomplishments and 
proposals shown as favorable versus Dole and his record as slated and possible 
consequences of his positions and proposals. 

CLThTON'S POSITIONS VS "DOLE GMGRICPI" POSITIONS 

The third category of ads classified by the Audit staff involved 12 ads in which 
the President's record andlor positions are compared to the record andlor positions or 
proposals represented as associated wth '?he Dole Gingrich budget plan," "Dole 
Giilgfich anack ad." and "Dole and Gingnch" voting record or proposals. These ads, the 
text of which is at Exhibit tt3, portray the President's stated accomplishments on topics 
such as Medicare. education. taxes. environment. budget, and immigration cornpared to 
the anempts and seemingly undesirable effects of actions or proposed actions attributed to 
Dole Gingrich. These ads ran in flights which aired during the period Prom 411 U96 
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through 7-19-96 (0 e placement cost for 
flights totaled $1 8 million. Although Dole is "co~pled" with Gingrich in these ads, 
during this time period Dole was the "presumptive nominee." The message conveyed IO 

the viewer is a choice between the President and his policies and Dole. 

CLYNTON 'S POSITIONS VS '' THE R EPUBLYCANS ' " POSITIONS 

During the primary period d y  faom 8/16/95 to 1/24/96? 13 DNC ads were 
aired that discussed President Clinton's position on topics such BS Medicare, education. 
taxes, welfare reform, environmenl family medical lave, land a balanced budget; the 
placement cod for flights during this period containing these sds upas $13.35 million. 
Against these positions, the sated positions. goals. and consequences of various 
proposals tied to "republicans in Congress", the republican budget, or just "republicans" 
arc discussed (see Exhibit #4). In 7 of these ads, although not mentioned in the audio 
portion by name, Dole is picturrd at least once during the video portion. 

The remaining four DNC ads. entitled Dreams, Victims, Challenge. Welfm. are 
thematic in nam and present topics such as the President's college tuition tax cut, the 
President's balanced budget, the President's plan for welfm reform. and the President's 
plan to address women victims of domenic abuse (see ]Exhibit #5). 'Ihres of the four 
DNC ads ran in flights during the period 2/13/96 bough 3/27/96; the DNC d, entitled 
Dreams ran 6/12/96 through 611 8/96. President Clinton is feanrred at least twice in the 
video portion of each ad. and '%e Ptcsidem's plan " or proposals made by the President 
arc mentioned in the voice-over or audio portion of each ad. 

I t  appeared. based on information analyzed as of the close of audit fieldwork, the 
placement of DNC ads was coordinated with the placement of the Primary Comminee 
ads. Further. the DNC ad campaign was developed. implemented. and coordinated with 
h e  P n m q  Comminee. Finally. it is the opinion of the Audit staff !ha! the cost of the 
DSC ad campaign. calculated at 246.580.358 (placement costs of $42,393,336, 
commissions of 54.173.339 and identified production costs of $33,683) using records 
currently available. should be viewed as an in-kind contribution to the Primary 
Committee. 

The topic of the cost of DNC ads being viewed as in-kind conmbutions to the 
Primary Commit~ee was discussed bnefly at the conference held at the close of audit - 

fieldwork. The General Counsel of the Primary Committee stated that the Commission's 
regulations and advisory opinions. and court decisions permit issue adver!!sing by the 
DNC and saongly disagreed with the Audit staffs opinion that media ads placed and 
aired on behalf of the DNC represent an in-kind contribution to the Primary Committee 
and applicable to the overall expendimre limitation. 

Two DNC ads. encitled Help and Slop. m beween 3/29/96 and 5/31/96. X I  
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In the Me dum, the Audit staff ncommended e Primary Committee 
demonstrate that the media program described above did not constitute 
contribution h m  the DNC to the Primary Committee. The demonstration should have 
included evidence that the DNC media, pmgrann was not coordinated with the Primary 
Committee and that the ads aired did not contain an electionwring message. 

is-kind 

In response to the Memorandum, the Ppimapy Committee stated “[tlhe Democratic 
National Committee and numerous Democratic state pamy committees broadcast a series 
of issue advocacy media advertisements in late 1995 md early 1996.” 

It should be made clear that the ads, in question, w m  ads produced by SKO or 
Nov5 on behalf of the DNC. Our review did not rcvcal any payments made by state party 
committees relative PO the cost of producing the ads in question. Even though numerous 
state party committees wircd funds to the Primary Committee’s media firms. the cost of 
air time to broadcast the ads was, in fact, funded by the DNC. The DNC wired h d s  
from its federal and non-federal accounts to state pmy committees and provided the 
following wire transfer instructions: 

“The DNC has sent two wires to your accounts which are noted above. In 
accordance with normal allocations procedures for administrativdgencric expenses, you 
should transfer the amount of money sent to your non-fedd  account to your federal 
account. You should then send one wire from VOW Federal account to the media firm 
listed below in the amounr of the total funds sent to you. 

Please send E wire to Squire Knnpp Ochs per the irnfowrtion listed below: 

Bank t4ame: National Capitol Bank. 3 16 Pennsylvania Ave.. S.E. 
Washngon. D.C. 20003 

Account Name: 

Bank Account Number: 

November 5 Group. Inc. - 
[account number contained in original] 

ABA Routing Number: 054 000 056 

*44  This trnnsfrr needs to be done A.S.A.P. Please call Maureen Gardc at 
202479-5136; to COR!~IIII that this wire has been made, complete the attached f o w ,  
and fax it to Maureen at 202-479-5135. Thank you for your help.***” PmpRaris in 
original] 

The appropriateness of this type of funding by the DNC through the various state 
party committees is beyond the scope of this report. 

The response further stated that the Memorandum cited ccnain alleged 
occurrences as evidence of coordination between the DNC and the Primary Conunince. 
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The Primary c o r n  d, but objected to the 
"Audit Division's k c u r a ~ e  and misleading discussion of the facts pertaining to the ads. 

did not dispute that the ads wcrc coo 

and, in  me instances (although h1evant)disagrecs !.hat the facts cited show 
coodhation." The Primary Committee deemed this evidence of coodimtion as totally 
imlevant and riddled with factual erron. 

The PNnary C o d t t ~  objected to the Audit &s usc of invoices that 
indicated production cost was shared between the DNC and the primary Committee. It 
stated "in only one ofthe thm instances of shared production expenses cited in the 
Memoranda is the name of the ad provided, and in that one CIISC, the Audit Division has 
the facts wrong. According to [the] Audit staff. a SEptSmk 16.1996 SKO bvoice 
apparently relates to the ads 'Nobody' and 'Them.' The Audit Division mtes that the 
Primary Committee and the DNC cach paid for a portion of this invoice. The ad 
'Nobody' is a Primary Comminec ad that never aired, and the aB 'Thcm' is a DNC ad 
which war, arhibuted to the 441a(d) limitation. Thm was only one ad, a 441a(d) ad aired 
by the DNC , so the facts are not accurate as stated by the Audit Division." 

As another example of"inaccurate and misleading discussion". the Primary 
Comminn objected to comparisons made with respect to DNC and Primary Committee 
media buys during the period May 25 through May 3 1.1996. as well as comparisons 
made with respect to other media buys that occumd during similar flights. Even though 
the Primary Committee did not dispute the facts presented in the Memorandum. it 
concluded "the Audit staff has allegedly documented a 'similar pattern' in the placement 
of ads in a week when the P r i m e  committee paid over $1.1 million to broadcast ads 
while the DNC paid only f73.049. The disparity in the amounts purchased by each entity 
IS so large that it is impossible to make any comparisons about similar patterns in the 
placemen1 of ads based on these facts." 

Ki th  respect to all other media flights on all other dates, the Primary Committee 
stated. the Audit staff made the general conclusion that Primary Comrnittce and DNC ads 
were placed at the same starions. but added that the amounts charged by the stations were 
not exactly the same. Despite chc fact that this statement related to millions ofdollars in 
ads. no documentation or specific facis were provided DO suppon the conclusion. 

The remi7der of the Primap Committee's response with respect to "inaccurate 
and misleading discussion'' covered ( I 1 the smdard form used by ClintodGore '96 and 
the DNC for authorimion of production and time buys, (2) a July 3.1996 authorization 
memorandum from Harold lckes and Doug Sosnik tefeming to two alleged buys, (3) an 
authonzation memorandum to Pnmap committee and DNC saindicat ing the Harold 
lckes had authorized payment of ccnain SKO invoices, (4) statements made by a Primary 
C ~ i ~ i ~ i t ~ e e  and Democratic Parr). polling consultant and the DNC's General Counsel, and 
( 5 )  information gathered and conclusions reached by the U.S. Senate Committee on 
Govemmenral Affairs in its tep~ on the 1996 campaign. 
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were presented f&ly and demonstrated that coordination o c c m d  between the Primaq 
Committee, the White HOW, and the DNC. 

With respect to the Primary Committee's ad entitled 'Wobody", this ad according 
to documentation d e  available by the Primary Committee and its media firm did in fact 
run. Station documentation, some of which was notarized and/or signed by a station 
representative, contained language to the effect "we wanant that the actual broadcast 
information on this invoice was taken from OUT records." During the period August 15, 
1996 through August 21,1996, the ad "Nobody" aired. For example, documentation 
reviewed for television station KNSD 6 0 s  Angeles, CA), indicated that an ad coded 
CG1430 aired August 20* and August 21d. Code CG1430 WBS the produdfilm number 
assigned to the ad "Nobody." The cost of this ad was $4,275. The cost of ai1 ads aired on 
this station dlving this period, including "Nobody", totaled $13,451.25. The invoice 
contained no reconciling items which if present, would have indicated that an ad(s) did 
not air. Primary Committee funds were apparently used to pay this station and the station 
was listed on the media reconciliation for Primary Committee ads placed during the 
period. 

The Audit staff did not copy all station invoices for this flight (August 15, 1996 
through August 2 1. 1996). however, invoices copied indicated the ad "Nobody" also 
aired at television stations KOAA - CO (8/20 - 8/21), WCPX - FL (Slal), M O W  - MO 
(8/19throUgh 8/21). WKFtC-OH (8/20-8/21).W)~~-OR(8RO-8nl).WPVI-PA 
(8120). WUXP -TN (800 - 8/21). WIVC - ?N (8119 - 8/21), W O W  - WI ($no - 801). 
KHQ - WA (8119 - 8/22)" and W L  - NC (8/20 - 8/21). 

The Primary Committee's assertion that the ad Nobody never aired is puzzling at 
best. given the documentation in the Primary Committee's records. 

The discussion in the Memorandum concerning media ads placed by both the 
DNC and the Primary Committee during the period May 25,1996 through May 3 1, 2 996 
was factually correct. Even though a,pproximaiely 5500,000 in ads placed by the DNC 
were nor aired, as noted in the Memorandum. the fact that the DNC ads were originally 
placed at the m e  stations for the same amount during the same period as Primary 
Committee ads can be and should be used as a basis to conclud.tcoordination existed 
between the DNC and the Primap Comminee. 

A5 previously stated. during that period Nov 5 on behalf of the Primay 
Committee placed ads totaling $1.1 01.062. During the same period, Nov 5 on behalf of 
the DNC placed ads totaling 5563.253. DNC ads and Primary Committee ads wen 
placed with the same 1 12 broadcast stations. With respect BO ads placed with 109 (of the 
1 12) stations, the checks issued by Nov 5 to the stations on behalf of the DNC or the 

Even lhough the invoice indicated the ad w u  aired on 8~22196. h srstion is listed on the media 
reconciliarion made available for ads aired 8/15/96 h u g h  8/221/96 

I 1  
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Primary Commi in the same amount. ;Ihe M C X ~  also noted that the 
media reconciliation prepmd by Nov 5 for this period indicad that only S73.049 in ads 
were actually placed [actually a h d ]  on behalf of the DNC. 

The import of this example, which was not refutcd or even addressed by the 
P h w y  Committee in its response, was and still is - the DNC and Primary Commincc 
media flights as orilpnally planned, if aired would have resulted in Primary ads and DNC 
ads being aired by the same stations during the m e  time periods by design. The Audit 
Division is not in possession of any information, nor did the Primary Committee offer 
any explanation, as to why the DNC ad flight was "scaled back" nearly 5500,000 or 87% 
of the planned amount. 

With respect to other ads placed on behalf of both the DNC and the Primary 
CoPnmittce at the same stations duping the m e  period but not always for the m e  
amount. it should bs noted thar the Primary Committee had the same media 
reconciliations and station documentation as reviewed by the Audit &. Further. during 
the response period provided in the Memorandum, the Primary Committee requested and 
received copies of certain workpapcn in support ofstatcmentdfacts contained in the 
Memorandum. At no time did the Primary Cornnilnee request workpapers concerning 
DMC and Primary Committee ads aired during similar periods of time but not always for 
the sarnc amounts. 

The Memorandum contained information noted in a Report of the United States 
Senate Committee on Governmental Affairs. The Memorandum cited c d n  statements 
by Richard Morris. The Primary Committee objected to the inclusion of information 
from a memorandum. apparently dated February 22.1996, which mted. in p a  if Dole is 
nominated. we need no additional CG money for media before May 28 since w: can 
anack Dole with DNC money. The Primary Comminn stated: *'the Audit Division 
misunderstood the point of Mr. Morris' statement. which was that issue ads had to 
discuss current Members of Congress in the context of legislative debate in Congress. In 
fact. as is reflected in his sworn testimony. Mr. Moms' memo demonstrates how 
forcchlly and precisely the DNC and ClintodGore '96 commuPricated the rules on issue 
advenising to those preparing the ads. Incletd. it is astonishing that the Audit Divkion 
would reach an incorrect interpretation of Mr. Moms' memo when his sworn testimony 
on the issue is available." 

The Primary Comminee misinterpreted the point of Mr. M~rr j s '  statemcni. 
According to the testimony. Mr. Moms' statement referred io his understanding of the so 
called issue ad cutoff date. Mr. Moms staled "if Dole is nominated, don't worry about it, 
because he's in the Senate. and the budget is the big fight. and it's continuing. and we can 
continue to compare the President's position with Dole's psition straight through h e  28" 
of May. which was the Memorial Day cutsff that Sandler and Uarck had decreed." 

Apparently. the so called May 28, 1996 c,ut-off date was set by Mr. Sandlcr and 
Ms. Uuecht. In response to the question "[alre you aware that timing is a key factor in 
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FEC determinatio xprtss advocacy." Mr. Moms "b]es. We were 
informed [of] that by Sandier and by Utrecht, and that is why they set the deadline of 
Memorial Day as being the last day on which we could run issue--on which we could run 
DNC ads." In thjs deposition. Mr. Moms related that the Memorial Day cutoff date was 
extended bccause the RNC continued to run its issue ads. 

The inclusion of this information was mcmly to fu&er substantiate the level of 
coordination that existed between the DNC, Primary Committee and the White House. 

Moreover, language contained in a piece of comspondmce obtained by the Audit 
staff subsequent to the issuance of the M e m o m d m  seem to provide some insight to the 
DNC's "issue ad" activity. The language below is  exceTpted h r n  a "MEMOIUNDUM 
FOR HAROLD ICKES" faom Joe Sandla discussing the Colorado Republican case then 
before the U.S. Supreme Court. The memomdun was dated February 8,1996, 
approximately two weeks prior to the apparent date (February 22,1996) Qf the 
aforementioned Morris memorandum. 

"The FEC has adopted a vague and fu2N test for de-g 
when a pany communication or activity counts against these 
limits: it counts if it contains an 'electioneering' message 
about a clearly identified candidate. W s  is the standard we 
arc applying (albeit aggressively) in the current DNC media 
campaign. to avoid having the ads count to& the h i t  
OR expenditures for ClintodGore)." 

11 should be noted that the DNC ads continued to run through August 7,1996. 
The cos1 of DNC ads aired during the period August 15,1996 through August 28,1996 
were reponed by the DNC as being made on khalf of President Clinton's general 
elecrlon campaign pursuant KO 7 U.S.C. §44la(d). 

With respect to the remainder of the Primary Committee's assertions concerning 
the use of srandard forms. memoranda authorizing media buys, statements made by 
DNCPrimary Committee polling consultant and statements made by the DNC's general 
counsel. again. the Audit staff merely introduced certain documents made available 
during fieldwork as evidence of coordination between the DNC, the PrimaFy Conmitier: 
and the White How as the) related to h e  DNC ads and the Primary Committee ads. 

According to the Primary Committee %sue ads" were timed to avoid airing in 
proximity to the 1996 election; no DNC "issue ads'' were run ahcr early August 1996; no 
"issue ads" were broadcast during the entire general election period; and, it was the DNC 
stated policy to not broadwt any "issue ads" in a state within thirty days of that state's 
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primary election in to castre that the ad could never be 

Finally. the Primary Conunittee stared the Mcmorandurrm presented a flawed 
d y s i s  of the DNC "issue advocacy ads" and corrcluded they were either soorCtinated 
with the Primary committee or "imbued" with  as^ eleetionmhg message. It was the 
Primary Cornminee's opinion tha! the position taken by the Audit Division that the DNC 
"issue ads" contained electioneering messages simply cannot be supported either BS a 
matter of fact or law. In suppon of its opinion, thr: primarb. C o d t t c e  questioned the 
Audit staffs analysis with respect to DNC ads that contained the m e  a d o  and same 
video as Primary Committee ads; ads that compared Clinton's positions vs. Dole's 
positions and Clinton's positions vs. Dole Gingrich positions; and, Cliiton's positions vs. 
The Republicans positions. 

Same Audio and Same Video as Primam Comanittee A& 

The Primary Committee stated the Audit s;taffcorrectly observed that in the case 
of thrce separate DNC ads which ran during the psiod August 15,1996 through August 
28.1996, the audio and video content of the DNC ads were c m t  fixsimiles of three 
separate Primary Committee ads and nearly i denhd  PO a fourth DNC ad which ran 
during the period August 2.1996 through August 21.19%. With respect to the 4 DNC 
ads. the Primary Committee stated "[wJhether an eleaionecring message is present, 
however, is irrelevant because the expcndinues far each of those ads was attributed to the 
DNC's 43 la(d) expendimes Thus. it was entinly appropriate for the ads to have 
included an electioneering message as well as 10 have expressly advocated the election of 
President Clinton the defeat of his opponent. There is absolutely no reason for baning 
[he DNC from airing an advertisement which is illentical to a Primary Copnmit%ee ad 
when that ad is charged 10 the 441a(d) limit." 

Finally. the Primary Committee stated rather ironically that "[wlbt is parnicularly 
troubling about the Audit Division's finding is Phiat it demonscrates complete carelessness 
in reviewing materials provided by the Committees. T h e  Audit staff was provided with a 
complete set of media reconciliations from the November 5 Group. 

These reconciliations provided the cost and dates of broakasting of the DNC 
issue ads ... Thm is no excuse for the error because c o n m y  evidence was for all intents 
and purposes narinp the auditors in the face. On those very Same reconciliations for the 
periods 8/15/96 though 8/28/96. the phrase '441 MONEY' appears on evepy sheet in the 
upper left-hand comer. It is inexcusable that the appearance of ha t  phrase on every 
single media reconciliation for the penod in quesrion did not trigger even a question in 
the auditors' minds that the broadcasts could have reflected 441a(d) expenditures." 

In a foomote. the h a p  Cornminee stared "while this 30-day pix-primary rule was observed for 
vimally all of the ads. in a few instances ads were run wilhm thmy drys of a pnmary. generally 
when these suiions failed io pull them as requesned." 

I .  
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The Primary Committee appcars to concede that the DNC ads aired during the 
period August 2,1996 through August 28,1996 contained electioneering messages and 
mention of a clearly identified candidatt(s). IO should 1pe noted that Nov 5 media 
reconciliations for the DNC ads were not provided to the Audit statfund the final days 
of the audit fieldwork and not all the recoxlcjliaths in question (8/1§/96 through 
8/28/96) were annotared with the phrase '"1 Mmey." Repom filed by the QNC did 
disclose expenditures to Nov 5 for media p l d  on behalf of President Clinton pursrpant 
to 2 U.S.C. §441a(d) in the amount of $2,3%,409. Accord& to the media 
reconciliations. the h d s  were used to pay for ads placed and aired prior to &e 
Candidate's date of nomination (8/28/96) in the amount of $2,234,812 (including 
commissions). 

Since the above expendims paid for ads abed prior to the Candidate's date of 
nomination, the Audit M d o e s  not consider the cxpendinves made pursllant to 2 U.S.C. 
$441a(d). The fact that the BNC reported them as 4441gd) expenditures is not 
controlling. In the Audit staffs opinion the "bright line" regulations at I 1 CFR 
§9034.4(e) apply because in-kind contributions are dso expcndinves by the recipient 
candidate. 7 k  "bright line" d e s  apply consisrcnlly to dl campaign expenditures, 
including in-kind contributions paid for by a natlanal parry committee. n e  general 
"bright line" rule is that goods and services used exclusively for the primary 0: general 
election campaign are allocable to that election. Otherwise, expendims for media and 
other communications used for both the primary and g e n d  elections are attributed 
between the primary and general elections b a d  upon whether the date of broadcasts or 
publication is before or &er the date of nomination (1 1 CFR 89034.4(e)(6)). 
Funhermore. this approach voids the possibility of having expenditures for identical 
media ads on behalf of the Candidate. broadcast prior to the date of nomination, mated as 
p n m q  and gencml election expenditurcs depending on whether the Primary Committee 
or DNC paid for them. As noted ai Exhibit 1. DNC ads entitled DoldGingrich, Them, 
and Scheme were identical to P r i m q  Comminice ads entitled Real Ticket, Nobody and 
Back. T h e  ads do not appear to be exclusively related to the general election. The DNC 
ads and Primay Committee ads were aired in August 1996 prier to the Candidate's date 
of nomination. 

L & g I l c J  
Positions. and Clinton's Positions vs. The RcDublicans Positions 

The Primary Comminee identified certain DNC ads in which President Clinton's 
position on the budge; medicare. education. mxes was comparcd to Dole's positions or 
Dole's IegisIativc record as well as ads which contrasted President Clinton's position 
with that of Republicans as to various legislative proposals. According to the Primary 
Conmince. ttus is exactly what "issue advocacy ads" wen supposed to do. 

With respect to the Primary Committee assertions that only in a few instances, 
which resulted only when stations failed to pull them as requested, ads were run within 
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30 days of a prim should be noted that DNC ads werc thin 30 days of 12 
different sta& primaries/caucus. In one instancr with respect to the Washington (State) 
primary held on March 26,1996, DNC ads, with a plrsment cost of $132,617.  we^ 
aired during the period March 7, I996 through M m h  25,1996. The Primary Coxmnittec 
offered no evidence that the DNC requested such ads be pulled. 

Irrespective of whether DNC ads ran within 30 days of a state's primaxy election 
date, it remains the opinion of the Audit staff that DNC ads in question, viewed 
separately or in total, contained an electionmhg mcsuge and refcsenced 8 Clearly 
identified candidate. 

Our comments in response to arguments put forth by the Primary Committee 
concerning its view of what the appropriate legal standard under which the DNC ads 
should be evaluated arc contained below. 

A. THE L E G U  STANDARD 

The Primary Committee argued that the Audit staff, in reaching its 
conclusion that DNC-funded media should be mated as an in-kind conmibution to the 
Primary Committee improperly abandoned the "express advocacy" and "electioneahg 
message" standards. and. centmy to law. applied a "purpose. content and timing" test. 
Response at 2-4. 

The Audit Division agrees that. in cases involving spending for specch- 
related activity. which is made in cooperation with. or at the request of, a candidate 
(including the candidate's authorized political committees and/or their agents). the 
spending may be considered a contribution IO &r candidate if the rrsdthg 
communication "clearly identifies" a candidate foe fcded  office and contains an 
"clectioncering message." See AOs 1985-14; Y 984-1 5." The Audit Division's reference 

- .. The term "clearly identified means that the name of the pmon involved appears. a photograph or 
drawing of the candidate appean; or the identi? oFthe candidate is apparent by unambiguous 
reference. 2 U.S.C. 4 43 I (  IS) Section 100.17 of b e  Commission's mgulations amplifies the 
SUNIC by dcfuling "clearly identified as meaning the candidate's name. nickname. photograph. 
or drawing appean. or the identic) of the candudate is otherwise rppucnt through M unambigwis 
reference such as %e President." "your Congrenman." or +'the incumbmf." or rhrough an 
unambiguous rcfmnce to his or her sums as a candidate such as'the Democratic presidential 
nommee" or %e Republican candidate for b e  Senate in the Sutc of Georgia". 

The dcfmition of "clec~ionnmg message" vli:luder sutements designed to urge Le public IO clcc! 
a C C M ~  amdidale or pmy, or which would tend IO dmmisk public suppon for one candidate and 
gamer suppon for another candidate. FEC E Colorodo Republicnn Federal Campaign 
Commirree. 59 F.3d 101% 1023 (10th Cu. 1995)(citing A 0  1984-15). rev'donorhcrgrounds. 
5 I8 US. 604 (1996) (The Coun did noi addms the content of the adverl~semenlr PI issue): see 
A 0  1985- 14 ("electioneemg messages rnclude scatemcnts 'designed to urge IC public to elect a 
ccnain candidate or pany"') (citing Unifuf Stares v. Unired AuIo Wwke~s,  352 U.S. 567.587 
(l957)), 
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to the purpose. timi content of the advertisements at issue is consistent with the 
clearly identified canhidate/electionccring message standads 

Advisory Opinion 1984-15 hvolved two PekVision advdsetnrents which 
the RNC proposed to broadcast. These proposed advertisements each began With an 
image of a thm-cwmt candidate for the Bemomtic presidential notmination. The audio 
component of each advertisement then set forth the candidate's statement or psition on 
an issue, and was followed by a reply or retort to that StBtemCBt Both advcrtiscments 
ended with the statement "Vote Republican." The Commission determined that these 
advertisements had "[tlhe clear import and purpose . . . to diminish support for any 
Democratic Party presidential nominee and to gamn support for whoever may be the 
eventual Republican Party nominee . . . ." The Commission M e r  d e t d e d  that the 
advertisements "effectively advocate the defeat of a clearly identifies candidate." Based 
on these determinations, the Commission explained that "expendims for these 
advertisements knefit the eventual Republican presidential earadidate and arc made Gth 
respect to the presidential general election and in connection with the presidential general 
election campaign." The Commission c:oncludcd that expendims for the advertisements 
therefore would be reponable either as contributions subject t~ the limitation set forth at 
2 U.S.C. fj 441a(a)(Z)(A), or as coordinated parry expenditures subject to &e limitation 
set forth at 2 U.S.C. $441a(d). 

A 0  1985-14 involved television, radio and print advertisements. and 
mailers. which the Democratic Congeessional Campaign Comitpse @CCC) proposed to 
publish. and which purported PO describe Republican policies. A tendered script for a 
television/radio advertisement encouraged the vicwerfiiaener to "Q]et your Republican 
Congressman know that you don't think this is h y  . . . ," ot in another version of the 
same advertisement, "[l]et the Republicans in Congress know what you think about their 
sense of humor." Another script for a telcvisiodeadio advertisement urged one to let 
"your Republican Congressman" (or in a variant. "the Republicans in Congress") "know 
that their irresponsible management of the nation's economy must end - before it's too 
late." The DCCC submined alternative scripts, which added the closing statement "Vote 
Democratic" to both of these adveniscments. A sample proposed mailer included the 
stalemen1 "[llet Congressman X know how you feel." A variant added the exhortation to 
"Vote Democratic." 

Citing A 0  1984- 15. the C o r n h i o n  concluded that amounts used to fund 
the communications would be expenditures subject to the limitation set forth at 2 U.S.C. 
$44 1 a( d) if the advertisement funded by that amount '"( I ) depicted a clearly identified 
candidate and (2) conveyed an elecnioneenng message." Applying this standard. the 
Commission determined that advenisements which refemd to "the Republicans in 
Congress" were not subject to limitation under 2 U.S.C. 5 44 la(d), regardless whether the 

As discussed below, the Audit Division docs not agree with the Committees' argument that h e  
"express advocacy" standard must k met before such spending conniruies a coneibution to the 
candidate. 
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advertisement c10 e Conmission also 
concluded that advertisements which referred to "your Republican Congressman" were 
not subject to limitation unda 2 U.S.C. 4 441n(d). if the advmisernernt did not close with 
the statemem "Vote Democratic." However, the Commis~ion on a tie vote was unable to 
decide whether advertisements which ncfemd to "your Republican Congressman" and 
which closed with the statement "Vote Demoaatic" were subject to limitation under 
2 U.S.C. 4 44ia(d). Finally. the Commission concluded that thc costs of production and 
distribution of the proposed mailer would be subject to limitation under section 441a(d). 

Significantly, the Commission's deterinbation that the CON of the 
proposed mailer wen subject to limitation under section $4ia(d) vias based on the 
Commission's assumptions that the refencnce to "Congressman X" indicated that the 
mi le r  would identify pmicdw congresurmerm by m e ,  and hat the didbut ion of the 
mailer would include all or part of the disnict ngrcsentcel by the c s n g r e m  identified 
in that mailer. Likewise, h e  Commission in A 0  1985-14 d e  clear hat its evaluation 
of whether or not the televisiodradio advertisements wcrr subject to limitation under 
1 U.S.C. 8 44la(d) was made with reference to proposed dares on which the 
advertisements were to bc tun, sating chat: 

me] proposed program is for the purposes of influencing the 1986 
election process and I. . .] these actjvi!ie.s will be scheduled for 
approximately the next month [June 19851 and for September 1985. The 
Commission emphasizes that this opinion is limited to the timetable you 
have specified and does not address the implementation of the same or a 
similar program at some later date. 

The Commission's reference to the place and the timing of the 
communicative activiv makes clear that the determination whetha spending for a 
pmicular communication contains an electioneering message requires at least some 
reference to h e  context in which the communication is published." Accordingly, the 

- 
.. 

The Commission in A 0  1985-14 assumed that !he media campaign was developed withour 
coopemion or consultation wifh any candidPie. and based tu analysis OR the Leory !ha1 Le 
limitations under 2 U.S.C. 5 4Jla(d) apply YO pan). expenditures incspective of coordination with 
a candidate. Likewise. A 0  1984, I5 involved an W C  media campaign which, in the view of the 
Commission. was mended to benefic "the evenrual Republican Pany nominee (for President]." 
Thus. AOs 1985- 14 and 1984-15 both tnvolvcd media campaigns which had a purpose of 
mfluencing L e  election of cemin candidates. but which wefe Mplmented without coordination 
with the candidate. 

The subsequent Supreme Coun decision in Colorado Republican F e h d  Cumpaign Cornmitree v 
FEC. 5 I B US. 604 ( 1996). held that d e  Fin1 Amendment prevents enforcement of the 
Senion 44 la(dK3) limits on independent exptndttumr by p m y  cornmimes in csmection with 
congreuional election campaigns. Accordingly. the limitations under 2 U.S.C. 5 44 la(d)(3) now 
apply only to party expenditures which are made in coordination with a congressional candidate 
(and/or the candidate's authorized poli~ical cornminces m&or their agenu). However. Ue Coun 
did not extend this holdtng IO the Section 441a(d)(2) limit applicable to Presidential campaigns, 
declmmg to "address issues that might grow out of the public hrnding of Presidential campaigns*. 
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Audit Division examined the brodcm daus and 1 in reaching its 
conclusion that the advertisements in question in this audit &odd be treated as 
confzibutions. 

Likewise, the purpose of the dvmisements was a nee- and proper 
consideration which had to be weighed kforc the Audit Division in this audit could reach 
its conclusion that the DNC sponsorship of the media campaign constitutes an in-kind 
contribution to the Pnumy Committee. In A 0  1984-14 the C o d s s i o n  explicitly relied 
on the representation in the Advisory Opvlion Request that the media program had %e 
clear purpose of influmckg voter perceptions of these candidates with a view toward 
weakening their psiuons as candidates for re-election . . . ." Siznilady, in A 0  1984-1 5, 
the conclusion that the proposed television advertisennents were subject to regulation as 
contributions or coordinated party expendiihues was explicitly based, in pa% on the 
opinion that '"the clear import and propose of [the] proposed dveroisements [was] iG 
diminish support for whoever may be the presidential nomince and to gama supprt for 
whoever may be the eventual Republican Pany nomince." ilndeed, with one exception. a 
purpose of influencing a federal election is an indispensable element for concluding that 
any disbursement of funds (or other thing of value) is a conmbution or coordinated party 
expenditure mthin the m&g of the Ac1.O See 2 U.S.C. $5 431(8)(A)(i), (9)(A); 
44 la(d). 

B. ANALYSIS 

The Primary Committee also argued that, under all relevant precedents, the 
advertisements in question qualified for treatment as issue advocacy that is not subject to 
regulation as conmbutions or coordinated p q  expenditures. Response at 4-24. In 
panicular. rhc Primary Committee argued that political parties were permitted to 
coordinate dth party candidates when making parry expenditures. and that the Audit 
Division's recitation of facts related 10 such coordination is both imlevant and 
anaccurate. Id at 5- 12. The Primary Committee funher asscned that the advenisements 
did not contain "express advocacy" or an "electioneering message" but only addressed 
pending legislation. Id. at 13-24. 

1. Soordination 

The Primary Comminee strenuously argued that coordination 
k w e c n  a party and its candidates is both permissible and presumed under cment law. 
Respow ai 5-7. Referring to the Supreme Cow's decision in Coloreds Republican 
Fcdcruf Carnpulgn Cornrniner c F&C. 5 18 U.S. 604 (1  996). the Committees quote a 

~~ ~ ~ ~~ ~~ ~ ~~ ~ ~ ~~ ~ ~~ ~ ~~ ~~~~ ~~~ ~~- 

5 IS U S .  ai 612. Thus. the issue whether or not the Secrion 44la(d)(2) limit applies in phc absence 
of actual coordination between a national cornminee and is Residential nominee is unsettled. 

The payment by m y  pnon of compensation for thc personal services of another pmon which are 
rcndered to a political cornminee without charge is a contribution. regardless of purpose. 2 U.S.C. 
6 43 I(8XAXii). 

z* 
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section of the Co ion’s brief in that case, in which the ssion explained its 
presumption that p m  expendims are made in coordination with its capldidates. Id. at 
5 .  The Committees urge that the Commission cannot, in the context of an audit. reverse 
this preswptioa and suggest that such a reversal “can only occur through the pule- 
making process.” Id. 

In C O ~ O F ~ O  Republican Federa1 Campaign Cornmitree the 
Suprrme C o w  rejected the Commission’s position that it may presume ~ ~ r ~ ~ t i o n  
beween a pany and its congressional candidates, hofdig that the FinP ~ e n ~ e n t  
prohibits enforcement of 2 W.S.C. $ Mla(dX3) limits with nspect to e x ~ n ~ ~ ~ e s  for 
media, if the expenditure, as a maner of fact, was 
or consultation with th 
holding to the Seaion 
“address issues that might grow out of the public fun 
5 18 W.S. at 612. Thus, the issue whether or not the Section 441a(d)(2) limit applies in the 
absence of actual coordination between a national committee and iu Residential nominee 
is unsettled. In light of this unccnainty, the Audit Division in this audit properly 
scrutinized whether the media campaign funded by the DNC was implemented in 
cooperation with. or at the request of, the candidate andlor his cam pi&?^ cornmittcts. 

The Primary CommiRcc also argued that the Audit Division’s 

nt of any c ~ r ~ M t i o n  
didate. 4 I8 U.S. at 61 9-23. 
d)(2) limit a ~ p ~ i ~ b ~ e  to Pmid 

examination of coordination ktween the candidate and the committees was improper 
because 2 U.S.C. Q 441a(a)(Y)(B) docs not apply to pany expenditures for issue 
advocacy. Response at ’1-8. The Primary Committee urged that the Commission “has 
never relied on the coordinated expenditure provision at 2 U.S.C. 6 44la(a)(Y)@) when 
applying the expenditure iimils because if has &ways presumed political parties 
coordinate their expenditures with their candidates.” Id. at 8. The Primary Committee 
concluded that “under the electioneering message standard, it is solely the content that Is 
deteminarive sirhow regard to coordination or any other factors external to the ad.“ Id. 
The Audir Division rcspecrfully disagrees v;ith the Primary Committee’s c h ~ c ~ e ~ ~ ~ i o n  
of the law. As discussed above. the electioneering message standard necessarily involves 
an examination of not only thc contenr of a communication. but also the time, place and 
purpose of the communication. 

2 Eltctioneennr Messare 

She Primary C Q ~ ~ I R C C  next argued that the DNC. h d c d  
advertrsements did not contain an electroneenng message. Response at 13-1 8. The 
Pnmary Cornmince first rttmatcd ns position that the electioneering message standard 
refers solely to the content ofa communicarion. citing Advisory Opinioas 1985-14 and 
1995-25 in suppofi of this contention Response at 13- 14. 

As set fonh in detail above. the Audit Division believes &at. 
contrary 10 the himar). Cominec’s argmenu. A 0  1985-14 supports the proposition 
that the electioneering message starndaed requires an examination of Qifir time, place and 
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purpose, in additio o n t q  of a communication. n e  Conminee’s reliance 
on AO 1995-25 appears to the Audit Division to be based on an incomct and misleading 
chrvactmzation ofthe views expressed in that opinion. Mer describing b e  proposed 
advextisements at issue in A 0  1995-25, the PpinaarY Committee’s response set fonh that 
“‘the Commission did not rule that the advenisements contained an electioneering 
message.” Response at 14. While this Statement is true, it is misleading to the extent that 
it appears calculated to suggest that the Commission endosed the described 
advertisements as not containing an electioneering message. 

In fact, the Commission in A 0  1995-25 explicitly declined to 
address the issue whether or not the proposed dvenisements contained an electioneering 
message. stating that “[tlhe Commission relies on [the questing party’s] statement h t  
those advertisements that mention a F e d d  candidate or officeholder will not contain 
any electioneering message. In view of this represenlation, the Commission does not 
express any opinion c1?~ to what is or is not an electiomeering message by a political party 
committee.” A 0  1995-25 at n.1 (emphasis added). 

Similarly, the Primary Comminee represented that the 
expenditures for advertisements in A 0  1995-25 “were not found by the FEC to be 
allocable as coordinated party expenditures subject to the 44la(d) limit, even though they 
were to air at a time when [President Clinton) was a candidate for office.” Again, the 
P n m q  Committee’s statement is techcally me, but is misleading to the extent that it 
suggested thai the Commission found that the cxpend~nurs were not Subject to 2 U.S.C. 
5 44 I a(d). In fact, the Commission explicitly left open the possibility that the 
advenisements might be subject 10 Section 441a(d). stating its conclusion that “legislative 
advocacy media advenisements that focus on national legislative activity and promote the 
Republican Part?.. should be considered as made in connection with both Federal and non- 
federal elections. unless rhe ads would qual& as coordinated expenditures on behalfof 
any general e.lectton candidates ofthe party under 2 U.S.C. 5 441a(d)” (emphasis added). 

Advisory Opinion 1995-25 thus explicitly declined to address the 
propositions which the Primary Committee contended it supponed. and the Audit 
Division rejects the Primary Committee’s notion that A 0  1995-25 represents “[tlhe 
Commission re&irm[ing) its content-based electioneering message test. . . .” Response 
ai 14.’’ 

Having set out their views on the meaning and application of the 
electioneaing message tcst. the Primary Committee then argued that the DNC-funded 
advenisements in qgestion were indistinguishable from advertisements which ‘he 

The h a r y  Cornmince also point out the Statements of Reasons in Matter Under Review 4246 
demonmaw a difference of opinton w~thrn the Commission over whether. consistent with h e  Finr 
Amendment. the C o m m i o n  can requue *at l e  costs associated with issue advocacy be 
allocated between fedenl atid non-federal funds. Response at IS. For the mnsons previously 
stated, the view of the Audit Division is that the advertisements in question in this audit we not 
“issue advocacy” as was at issue in MUR 4246. 

n 
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Commission in A 85-14 and 1995-25 held did not eo electionming 
message. Response at 16-1 8. The Audit Division believes that its conclusion that DNC- 
funded media in this audit should be treated as an in-kind contribution to the Primary 
Committee was consistent with the analysis expressed in AQ 1985-14. 

As discussed above, the Commission in a0 1985-14 concluded 
441a(d) limit did not apply to advdsements which referred to '%e that the 2 U.S.C. 

Republicans in Congress" (regardless whether the a d v d i m e n t  closed with the 
statement "Vote Democratic"), nor to advertisements which referred to "your Republican 
Congressman" (if the advertisement did not close with the statement "Vote Democratic"). 
Thus, the advertisements which the Commission in A 0  1985-1 4 C Q ~ C I U ~ ~ ~  wen not 
subject to Section 44la(d) did not depict a "clearly identified mdidate." 

In conuast, the advertisements in question h this audit explicidy 
identify President Clinton and. in some cases. Senator Dole. Because these 
advenisements also address the policies of &e President and his Republican opponents in 
a way which, on its face, appears calculated to encourage the viewer to vote for President 
Clinton. the Audit Division believes that the advertisements at issue meet both the 
"clearly identified candihre" and "electioneering message" tests. Indeed, because the 
advenisements in this maner do identify specific Republican and Democratic candidates 
for President. these advenisemenu are more akin to the proposed mailer, dso at issue in 
A 0  1985-14. in which the DCCC intended to identify specific congressmen by name. 
Based on its understandings that the proposed mailers would identify particular 
congressmen by name, and that the distribution of the mailer would include all or  pa^? of 
the district represented by the Congressman identified in that mailer, the Commission 
concluded lhar the costs of production and disrribution would be subject to limitation 
under the Act. 

The Prim- Comminee's reliance on A 0  1995-25 is equally 
misplaced. A s  discussed above. A 0  1995-25 explicitly declined to reach the issue 
whether or nor the advenisements under scnrtiny in that ease contained and electioneering 
message. and lcfi open the question whether or nor the ads would qualify as coordina!ed 
expenditures on behalf of any general election candidates ofthe party under 2 U.S.C. 
$ 4 4  latd). Thus. even if the Primap Committee was correct in its contention that the 
advertisements in question in this audit re re  "indisringuisRable" from the advertisements 
in A 0  1995-25. that similarin. is meaningless with respect to the application of the 
electioneering message analysis in this audit. Whatever similarities may be drawn 
between the content ofthe advertisements in the two cases, in this audit it appears that the 
timing and the geographic placement of the media were in fact caiculaaed to serve the 
purpose of garnering suppon for President Clinton's re-election campaign. 

3. Exmess Advocacv 

The Pnmary Committcc Purther argued that the express advocacy 
standard. rather that the clearly identified candidadelectioneering message standard. was 
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the appropriate te 
particular parcy expenditure for media Response at 4 ("[a] comunication which lacks 

determining whether the Section 441 imit applies to a 

i y  explicit exhortation to vote for a w i f i c  candidate 68a never e the level of an 
express ~ ~ V Q C ~ C Y  conmmunication and therefore. is consoimtionally protected speech.''). 
18-23. 

In Buckley v. Vdeo. 424 U.S. I (1976), the Supreme Court of the 
United States held only that expenditures fsr communicanions that aze independent from a 
candidate (and his or h a  committee and agents) arc protected h m  governmental 
regulation by the Fim Amendment if the communications do not "in express tcrms 
advocate the election or defeat of a clearly identified candidate for f & d  office." 424 
U.S. at 44. The Court made quaIly clear that communications &as arc authorized or 
=quested by the candidate. an authorized committee dthe candidate, or an agtnt ofthe 
candidate arc to be treated as contributions by the person or group rmaking the 
expenditure. 424 U.S. at 4647. n.53. The Court recopzed that Cssrdlhted 
expendims arc treated as i n - h d  contributions subjtxt to the contribution limitations in 
order to "prevent attempts io circumvent the Act through prrarrangd or coordinated 
expenditures amounting to disguised contributions." 424 U.S. at 46-47. 

Consistent with Buckley, cows  have not applied the "express 
advocacy" test to contributions or coordinated e x ~ d i m s .  FEC i. Mussachusem 
Cirizenr for Lye, Inc., 479 US. 238.259-60 (1986)("We have consistently held that 
restrictions on conmbutions require less compelling justification than d c t i o n s  on 
independent spending" (citing FEC IT. Narionul Conservative Political Action Committee. 
470 US. 480 (1985): California Medical Associofion. v. FEC, 453 U.S. 182, 194, 196-97 
( 198 1 1: and Buckle): 424 US. at 20-22)); see Q ~ S O  FEC v. Colorado Republican Federal 
Campaign Commirree. 59 F.3d 101 5 (IO" Cir. 1995) (reversing district court holding h r  
express advocacy was necessap for communication to qualify as an rxpnditurc under 
2 U.S.C. 6 441a(d)). mcaredand remanded on orher grounds. 518 U.S. 604 (1996) 
(plurality op.); Orloski I-. FEC. 795 F.2d 156. 166-167 (D.C. Cir. 1986). The Audit 
Division believes that application of the express advocacy test to coordinated party 
expendrrures is unwarranted. 

First. not dl coordinated expenditures arc communicative. For 
instance. suppose a candidate asks a supporter to pay the campaign committn's electric 
bill. and the supponer does so with a personal check. The conclusion that the supporter 
has thus made an in-kind contribution. in that he has made an expenditure of money to 
pay for a thing of value to the campaign and has done so at the request or suggestion of 
the candidate, is entirely consistent with the definition of "expenditure" at 2 U.S.C. 9 
431(9)(A) and with 2 U.S.C. 441a(a)(7)(B)(i). which provides that coordinated 
expenditures aft contributions. Yet. then is surely no "express advocacy" in the electric 
bill. the supporter's act of paying for it. or the check with which he pays for it. 

Second, the vagueness concerns that animated the Supreme Court's 
application of the express advocacy test IO independent expenditures in Pluchdey are not 
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present in the 
expenditures," the BuckIey Court limited the phrase "for the p ~ s  of . . . influencing" 

Ordinated exp~~~diturrs. J,n the co 

to - k c h  only "commUnications that expressly advocate the d d o n  or de fa t  o f a  cfea& 
identified wdidte." 424 U.S. 81 80. It did so because it was concmed that the Act's 
requirements for disclosure of independent expenditures above a certain dollar threshold 
"could be interpreted to reach p u p s  engaged purely in issue discassion." Id at 79. 
However, the Court stated that the phrase "for the purpose of. . . influencing" "presents 
fewer problem in connection with the defhtion of a contribution k m s e  of the limiting 
connotation mated by the g e n d  undemanding of asmat constitutes a p\iticd 
conmbution," id. at 23-24 n.24, an understanding that the COU~ acknowledged included 
coordinated expenditures. id. at 46,78. In other words, bccausr "the distinction beWm 
discussion of issues and candidates and advocacy of e l d o n  or defeat of candidates may 
often dissolve in practical application," id at 42. it would be difficult to h o w  in advance 
without the express advocacy standard whether a given idepndent mslnmuniation had 
a sufficient nexus to a Federal election to be subject to the Act; but in the case of a 
coordinored communication some, and perhaps all, ofthe required nexus to a Federal 
election may be found in the ocr of cooordinorion irself: Id at 78 ("So defined, 
'contributions' have a sufficiently close relationship to tPlt goals of the Act, for they are 
connecied with a candidate or his cmpaip."). See U ~ S Q  Colorodo Wepublicon, 51 8 W.S. 
at 6 i 7 ("mhe constitutionally significant fact. . . is the lack of coordination between the 
cabidate and the source of the expendim."). 

Third. the application of a strict "express dvoacy"  test to 
coordinated expendiwes undermines the statutory purpose of protecting the electoral 
process from real or apparenl corruption in a way that application ofthe same test to 
independent expenditures does not. As the COW noted in BucMey, "[tlhc absence of 
prearrangement and coordination of an expendim with the candidate or his agent . . . 
alltrviaies the danger that expenditures will be given as a quidpro quo for imprope 
commitments from the candidate." 424 U.S. at 47. By negative inference, one must 
conclude ha t  the Coun recognized that the presence of prearrangement and coordination 
of an expendim with the candidate or his OL her agent presents at least BS much, if not 
greater. danger of corruption or its appearance as does a direct contribution to the 
candidate. This danger is a "constitutionally sufficient justification" for the Act's 
limitations and prohibitions on contributions. See id. at 26. However, strict application 
of an express advocacy test to coordinated expenditures would re-der the Act's 
limitations and prohibitions on contributions (which were upheld in BucUey) ineffective. 
I%: Buckley Cow explained: 

The exacting interpretation of the statutory language necessary to avoid 
unconStiNtioMl vagueness [in the ceiling on independent expenditures] 
thus undernines the [expenditure limitation's] effectiveness. . . by 
facilitating circumvention by those seeking to exert improper idlreasc on 
a candidate or office-holder. I t  would naively underestimate the ingenuity 
and resourcefulness of persons and ~ K W ~ S  desiring to buy influence to 
believe that they would have much dificulty devising expenditures that 
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ction on express advocacy of electio feat but 
nevertheless benefited the Adidate's campaign. Yet no substantial 
societal interest would be served by a loophole-closhg provision designed 
to check corruption that permitted wsrmpulous pmons and oaganirations 
to expend unlimited sums of money in order PO obtain improper influence 
over candidates for elective office. 

Buckley, 424 U.S. at 45. In thc vcry next parapapb, the Court went on to say that the 
prior Act's lhitatioas on expenditures were in any event not neccssuy to close a 
loophole in the Act's contribution lhit%tions, because the Act treatd coordinated 
expenditures as contributions, thus closing the loophole. Id at 45-46. It is inconceivable 
that the Court would have so held if it viewed coordmted expenditures as subject to the 
same narrowing construction as independent 

Having argued that express advocacy is the appropriate standard, 
the Primary Committee argued that the DNC-funded advdsrments satisfied neither the 
express advocacy nor the electioneering message standard Response at 23-24. For the 
reasons set forth above, the Audit Division's position is that the express advocacy 
standard does nut apply to the media expenditures in question. The Audit Division does 
not, however, dispute that the advmisemcnts in question do not contain "express 
advocacy." For the reasons stated above, the Au&t Division believes that the 
advertisements do meet the clearly identified candidatdelectionminering message standard. 

4. ?he Media CamDaian 

The Primary Comminee next argued that, even under the Audit 
Division's "emneou" analysis. the DNC-fwrded media should no: be treated as 
contributions. Response a: 24-36. In support of its argument, the Primary Committee 
presented a lengthy and detailed cxplana~ion why the media campaign was related to 
pending legislation and targeted to "key" congressional, dimicts. Id. at 25-33. She 
Primary Committee also contended that the advertisements in question were timed to 
avoid proximity IO the general elecrion. Id at 33-34. Finally, the Primary Comminee 
argued that the Audit Division subjected the advenisements to a "faulty" or "flawed" 
analysis when it concluded that the advenisernents contained an electioneering message. 

II should be noted that these "quid pro quos" may consritute violations of the Act if they are in 
excess of contribution lunitarions (e.$.. m excess of SI.OO0 for individuals) or if the contribution 
i s  prohibited (e.$. corporate or labor orpanizarion contributions). See 2 U.S.C. $5 441a(aX2)(A): 
44 I Ma). Momvn. the contributions are considered expenditures of the cornminces receiving the 
conuibution. The fact that the subjm coordinated e x p m d i m  Is considered an expcndirure of the 
recipient cornminee is panicularly relevant m the context of publicly-fmanced political 
cornminces which m u  somply with expenditure lunicaticns. Expenditures made in excess ofa 
publicly-financed committee's expenditure Imitation constimte nonqulified campaign expenses 
which must bc repaid to the US. Treasury. md the 1ct of exceeding an expenditure limitation 
results in a violation of the law. 2 U.S.C. 5 M i a ;  26 U.S.C. 5 9035. If the coordinated 
e x p e n d i m  made on behalf ofpublicly-fmmced committees .re allowed to go on unfenered. the 
expenditure limitations would be eviscerated. 

y: 
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Id. at34-36. The Committet’s argument was by the Sldavi t  of 
William Knapp, a principal in Squier, Knapp t Ochs d&g the campaign, in which he 
stated that the Response “accurately summarizcs the issues and targeting for h e  DNC 
issue ads.” 

The Audit Division does not diqute that the ndvertisements in fact 
address pending political issues. However, the facts ascertained during the audit indicate 
that the primary purpose for addressing these issues was to assist President Clinton’s re- 
election. It further appears that those facts which might atherwise dmonsrrate that the 
purpose and “targeting” of the advertisements were related to an overall party agenda 
(rather than the President’s re-election) arc me because of a deliberate effort to conceal 
the actual purpose of the advmisements. 

For example, an agenda for a September 13,1995, meeting with 
President Clinton sets forth the matter of”CampaiflNC Advds ing  Financial 
Snategy.” n e  agenda funher sets forth a recommmdation offour flights of television 
advertissrnenrs. For the period January 15 to April 15,1994. the agenda describes the 
media flight as follows: 

a,- answers to Republican primary atracks on us 
b. 6 15 million - run inprjma~y states which me also swing smes for us 
c .  Need to work IO make i f  slate parties/DNC 

1. create nlationshp to cumnt legislation 
2. defind more Dems than Clinton; attack more Republicans than Dole 
3. run in non prrman ssates as weli 
4. run in some areas well bejore primary 

d. Ultimately. likely about S3 mil out ofcampaign and $12 mil out ofpimy 

temphasis added). Entries for other media flights contah similar references 10 targeting 
“suing states” with media funded by the DNC and state parties. A similar memorandum. 
dated February 22. 1996. estimates campaign spending through May 28, 1996 as follows: 

. . Total Clinton Gore Money lhrough May 28: S2.5 mil. 
1. Unless Alexander in nominated and we cannot use DNC money to 

attack him. 
2. If Dole is nominated. we need no additional CG money for media 

before May 28 since we can anack Dole with DNC money. 

With respect to 4.a. above (answers to Republican primary orrucks 
on us). it should be noted that dunng the period April 1996” though August 1996, the 
Republican National Camminee (RR’C) aired B series of ads apparently designed to 

To dare. rccordr have nor k e n  made available IO determine if any RNC ads were placed and aued 
by Ihe RNC pnor 10 April 1996 

I ,  
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ident Clinton. These ads addressed anced budget (More 
Talk and E& More Talk), immigration (More), welfare (Case Study and who) and faxes 
(The Pledge and SUpprise). The Democratic National Committer during the m e  period 
in apparent respmse to these RNC ads aind a number of &. DMC ads entitled Same, 
Proof, Side. Defend, Risky and Values addressed the Candidate’s posiaions on taxes. 
welfarc reform and budgeS while DNC ad$ envitlcd In-& Another and Enough 
d i s c d  the Candidlatc’s positions and policies on inunigration. The text of these DNC 
ads arc included at Exhibits 2 and 3. 

For example, in June 1996 an RNC ad entitled “More” p i n t s  out 
that President Clinton’s spending which Benefited illegal i m m i @ ~ & ~  has gone up while 
wages for the typical American worker have gone down and that President Clinton 
opposed efforts to stop giving benefits PO illegal immigrants (see Exhibit 6 for text of the 
ad “More”). Subsequent to the RNC ad being aired, the DNC, appaaently in ~csponse, 
aired ads entitled “Increased,“ “Another” and “Enough.” The audio portion ofthe three 
ads were similar. Each begins with, “[alnother negative republican ad misleading 
[“wrong” was used in the ad Another], President Clinton increased border patrols 40 
percent to catch illegal immigrants. record nurnber of deportations, no welfan for illegal 
aliens . . . .” The DNC ads ran on many of the same broadcat stations as well as on other 
stations within the targeted area that aired the RNC ad. 

It thus appears that media funded by the DNC either directly or 
indirectly through various democratic state panics was used for campaign pupposes suck 
as answering Republican ”primary anacks” and influencing voter preferences in primary 
and suing states. Flnrrhcrmore while it is me that the advertisements in question were 
ran at times and in locations which suggest that the purpose of the advertkements was 
something other than garnering suppon for President Clinton, it appears that this is true 
because of a deliberate cffon to conceal the actual purpose and strategy behind the 
advenisements Finally. it appears clear that the mount of DNC funds to be committed 
to the advcnisements varied depending on who received the Republican nomination. 
Under these facts. the Audit Division concluded that the DNC-funded media should be 
treated an in-krnd contribution to the Primary Committee. 

RECOMMENDATION # I  

The Audit staff recommends that the Commission deternine that the Cost of 
producing and broadwing the ads discussed above and attributed to the Primary 
Comminee S46.580.358. represents an in-lund contribution from the QNC to the Primary 
Committee. It is also recommended that it be determined that this in-kind contribution is 
attributable to the Primary Commee‘s  spending limitation. 

Should the Commission’s analysis of the facts, interpretation of applicable law, 
and conclusions be different from that presented above, the amount to be added to 
Primary Committee’ spending limitation could be changed or eliminated. 
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Section 9032.9(a) of Title 1 1 of the Code of F e d d  Regulations defines, 
in part, a qualified clrlnpaign expense as one incurred by or on behalf ofthe candidate 
fiom the date tbe individual became a candidate through the last day of the candidate’s 
eligibility; ~ z d e  in connection with his or her m&gn for nomination. 

Section 9033.1 l(a) of Title 11 ofthe Code of Fed& Regulations states, 
in p a  that each candidate shall have the burden of pmving that d i s b m m m ~  made by 
the candidate or his or her authorized c o d n e e ( s )  or pasons authorized lo make 
expendims on behalf of the candidate or co!mnirtee(s) arc qualified campa@ expenses 
as defined in 1 I CFR 9032.9. 

Section 9033.1 I(bX1) ofTitIe 11 of the Code o fFede~d  Regdations, in 
pan. that for disbursements in excess of S200 to a payee, the candidate shall present a 
canceled check negotiated by the payee and either: A receipted bill from the payee that 
states the p~upase of the disbursement; or if such rcceip: is not available, one of the 
following documents generated by the payee: a bill, invoice. or voucher that states the 
purpose of the disbursement; or a voucher or contemporaneous memomdm from the 
candidate or the committee that states the purpose of the disbursement or the candidate 
or committee may present collated evidence to document the qualified campaign 
expense . Such collateral evidence may include. but is not limited to: Evidence 
demonsmting that the expenditure if pan of an identifiable program or project which is 
otherwise sufficiently documented such as a disbursement which is one of a number of 
documented disbursements relating lo a campaign mailing or lo the Opention Ofa 
campaign-office; or evidence that the disbursement is covered by a preestablished 
umncn campaign committee policy. If the purpose ofthe disbursement is not stated in 
the accompanying documentation. it must be indicated on the canceled check. 

Section 9034.4(e)( 1 ) of Title 1 1 of the Code of Federal Regulations states 
that any expenditure for goods or services that are used exclusively for the primary 
election campapn shall be attributed to the expenditure limit for ?he pnmary. Any 
expenditure for goods or services that are used exclusively for ?he general election 
campaign shall be attributed to the general election limit. 

Section 9034.4(e)(3) of Title 1 1  of the Code of Federal Regulations states 
thar overhead expenditures and payroll costs incurred in connection with state or national 
campaign offices. shall be attributed according to when the wage occurs or the work is 
performed. Expenses f5r usage of ofices or work performed on or before the date of the 
candidate’s nomination shall be araibuted IO the primary election, except for periods 
when the ofice is used only by persons working exclusively on general election 
campaign preparations. 

Section 9034.4(a) of Title 11 of the Code of Federal Regulations, states 
that all contributions received by an individual horn the date he or she becomes a 
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candidate and all 
d e h y  qualified campaign expenses or to =pay loans or othCWJi~ restore funds (other 

g payments received by the can& I be wed o d y  to 

than contributions which W& received andexpended to defray qualified sampaip 
expcnses) which weze used to defray qualified campaign expenses. 

Section 9034.4(a)(S)(ii) of Tide I I of the Code of F e d d  Regulations. 
states that gifts and monetary bnuses shall be c o n s i d 4  q&ed wfip expenses, 
provided that all monetary bonuses for comanittee employees and codtants  in 
recognition for campaign-related activities or services arc provided for pursuant to a 
written contract made prior to the date of ineligibility and are paid no later than thirty 
days after the date of ineligibility. 

Section 9034.4@)(8) of Title 11 of the Code of Federal Regulations. states 
that the cost of lost or misplaced items may be considered a nonqualified campaign 
expense. Factors considered by the Commission in making this determination shall 
include, but not be limited to, whether the committee demonstrates that it made 
conscientious efforts to safeguard the missing equipment; whether the commiftee sought 
or obtained insurance; the type of equipment involved; and the number and value of items 
that were lost. 

Section 9034.4@)(3) of Title 1 1 of the Code of Federal Regulations states, 
that any expenses incumd a f m  a candidate's date of ineligibility arc not qualified 
campaign expenses except to the extent permined under 11 CFR 9034.4bX3). In 
addition, any expenses incuned before the candidate's date of ineligibility for goods and 
services to be received after the candidate's date of ineligibility, or for property, services, 
or facilities used to benefit the candidate's general election campaign, are not qualified 
campaign expenses. 

Section 9038(b)()(A) of Title 26 of vhe United States Code states that if 
the Commission determines that any amount of any payment made to a candidate born 
the matching payment account was used for any purpose other than to defray the qualified 
campaign expenses with respect to which such payment u*as made it shall notify such 
candidate of the amount so used. and the candidate shall pay to the SecretKy an amount 
equal to such amount. 

Section 90382(b)(?)(iii) of Title 1 1 of the Code of Federal Regulations 
states that the amount of any repayment sought under this section shall bear the same 
ratio to the total amount determined to have k e n  used for nonqualified campaign 
expenses as the mount of matching funds certified to the candidate bears to the 
candidate's total deposits, 8s of 90 days after the candidate's date of ineligibility. 

Section 9038.2(a)(2) of Title 1 I of the Code of Federal Regulations states 
that the Commission will notify the candidate of any repayment determinations made 
under this section as possible, but not later than three yean after the close of the msching 
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payment period. ommission's issuance of &e audit to the candidate under 1 1 _ _  
CFR $9038.l(d) will constitute notification for purposes of this section. 

1. General Election ExDenses Paid bv the Primarv Ccmnitt U 

D h g  ow review of vendor files, expenses were noted that 
appearrd to further the Candidate's g e n d  election campaign for election but were paid 
by the Primary Committee. Each is discussed briefly below: 

a. Bismarck Enterprises 

The Primary Committee paid Bismarck Enterprises 
$22.984." for catcrhg services provided on August 29. 1996 at the h o r n t i c  National 
Convention (the Convention). These seMces werc provided a h  the Candidate's date of 
ineligibility (August 28, 1996) and therefore considered a general clecCtion exipearse. The 
Primary Committee contended that the Candidate's date of ineligibility was not until 
August 29,1996, the last day of the Convention, because under DemocraPic Party rules 
the nominee for the office of President does not become the candidate ofthe Democratic 
Party of the United States until he or she has completed his or her acceptance speech to 
the Convention." 

The Primary Committee provided a 1- h m  Sam 
#aim. Director of Food and Beverage Bismarck Enqrises, which stated that the 
Piiiiiary Committee utilized several suites and banquet facilities during the Convention 
on the dates of August 26 through August 29. Mr. Karatas also related that food and 
beverages were provided to nineteen suites during this period and that on August 27, a 
luncheon buffet was prepared for MK. Gore. hlr. Kazatar added that a small banquet was 
also set up in the President's waiting lounge on August 29 before he went on the main 
stage. 

Concerning the above information, neither Mr. Karatas nor 
the Primary Commince provided docurnentation or evidence which demonstrated that the 
catering services provided on August 29. 1996, the day after the President received the 
nomination. wen goods and seky~ces used exclusively for the Candidate's primary 
election campaig-~. 

In the Memorandum the Audit staffrecommended that the 
Primary Committee provide evidence or documentation lkat the goods and services were 

81 The a e n n g  charges tnclude equipment rental and giTiNitiCS which w n e  pro nred by the Audit 
staff  based on a percentage of the catering charger for August 29th fo the total cptenng charges. 

The Runuy Committee submined a lener challmgrng the Commmion's detennmation that the 
candidate's date of tneligibiliry i s  August 2E. 1996. 11 argued that the date should be August 29. 
1996 the  Cornmisston dented the Runary Ccimrninee's quest.  

u 
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used exdusively e Candi&t&s primary election t evidence that the 
General Committee has reimbursed the Primary committee $22,984. Absent adequate 
docurnentation to demonmate the expenses were ertcluive to the primary election 
campaign or evidence that the pnmarjr Committee Bas received Pehbwement h m  the 
General CornmitteS, the Audit staff will recoommmd that the C o d s i o n  makc at 
determination that the primary Committee make a pmmra repayment to the United 
States Treasury. 

In response to the Memorandum, the Primary Committee 
stated that in light of the Commission's previous ruling on the date of ineligibility, the 
G e n d  Committee a g m d  to reimburse the F9imary Committee for the full amount of the 
Bismarck Enterprises smic r s  (522,984). 

1. 

To date no evidence was provided which demonstrated the 
General Committee reimbursed f22.984 PO the Prirnary Committee. Therefore, the 
payment to Bismarck Enterprises is viewed as a nonqualified campaign expense and a 
pro rata repayment of 153,462 is due the United States Treas~ry (1522.984 x .150630). 

Recommendstion #2 

We Audit saffrecommends the Commission make a determination that the 
Primary Committee make a pro-eata repayment of 93.462 (522.984 x .150630) to the 
United States Treasury pursuant to 26 U.S.C. 9038@)(2)." If the Primary Coinminee 
receives a reimbursement of f22.984 from the General Committee, no repayment is 
required. 

Should the Commission's analysis of the facts, interpretation of applicable law, 
md conclusions be different than that presented above, the amount due to the U.S. 
Tre;rsuq would be changed or eliminated. 

b. AT%P CapinlCorporation 

The Primary Comsninee entered into a lease agreement 
with ATCT Capital Corporation for equipment. The term Qf the lease was for 18 month$ 
commencing on June 1.1995. It appeared. based on documentarhn, that the 
CliniodGore '95 General Comm~nce. Inc. was to have assumed the lcase h e r  the 
Candidate's date of ineligibility (August 28. 1996) though November, 1996. The total 
lease payments including sales tax were 9422.826. She General Committee's allocable 

This figure (.150630) reptnenu the h r r y  COmmiMCC'S mpryment ratio. PI calculated pursuani 
10 I 1  CFR §90383bX2Xiii) The nlio cited M the Memomdm was (.316062). The formula 
for ulculsttng the repayment ntio nou meludes all m-kind conrributions received by the h a r y  
Cornmince which multcd M a lower repayment ratio. 
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share was $94,133 ch the GeneraI Comminte paid 
$63.736. paid by the Fkmary Commiptee should have h paid by the G e n d  
Committee. The Pnmary Comrnin~e in its response s h w l e d g e d  that the General 
CommitoCe should have paid 593.464, based on its calculation.” Accodbgly, the Audit 
staff included on the Primary Committee statement of Net Outstanding Campaign 
Obligations an acwunt receivable from the G r a d  Committee in the amount of $63.736. 

In the Memorandum, the Audit staffrecommended that the 
Primary Commitkc provide evidence that the balance. $63.736, paid by the Primary 
Committee is not exclusively related to the g s ; r d  campaign or cvidmce that the 
primary Comminee has received a reimbursement from the General Commkcx for 
$63.735. Absent adequate documentation to dernoastratc the above amount was 
exclusive to the gencral campaign or evidence that the PrimaTy Committee has received 
reimbursement From the General Committee ($63,736) the Audit staff Will momend 
that the Commission make a determination that the Primary Cornittee make a pro-rata 
repayment to the United States Trea~ry .  

In response to the Memorandum. the Primary Committee 
stated that the General Committee agreed to reimburse the Primary CormUnittee $63,736. 
However, the Primary Comminee has not provided evidence that i t  reeeived a 
reimbursement from the General Committee. Therefore, the amount is viewed as anon- 
qualified campaign expense. 

Recommeodatioa #3 

The Audit sraffrecommends the Comission make a detemht ion  that the 
Primap Comminee make a pro-rata repayment oPS9.601 (563,736 x .150630) to the 
United States Treasup pursuant to 26 U.S.C. 9038(b)(2). If the Primivy Committee 
receives a reirnbursemcnl of 563.736 from the General Committee, no repayment is 
required. 

“ 

Should the C O ~ k S ~ O R ‘ S  analysis of the facts, interpretation of applicable law, 
and conclusiom be different than that presented above, the amount due to the U.S. 
Treasury would be changed or eliminated. 

C. Salary and Overhead 

The Primary Committee piid s a l q  and ovcrhead 
expenses. toding f340.579. that were incumd subsequent to the Candidate’s date of 
ineligibility. For example. the P r i m q  Cornmince paid al l  costs associated with the 

This mount was derived by pro nrmg S30.397 for three days in August, 1996 pius E30.399 each 
for September. October and November. 

The diffemncc bmeen Audit and rhe Rmary Cornmime is f669. 
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Little Rock office e period August 29,1996 through 5,1996. Staff in 
this office, according to Primary Committee records. wire worieing on both primary 
contribution processing and GELAC conmbuuon processing. Thsse expenses are 
attributable to the general election and should have been paid by the G a d  
CommiWGELAC puRuant to 1 1 CkT 9034.4(e)(3). The Audit staffdetmnined bascd 
on our miew ofthe Rimary Committee's records pntainiag to its allocation of salary 
and ovnfiead that $192.288 in expenses m attributable to the General C o d n e t  and 
$1 48.291 to the G U C .  With respect to that ponion of day and overhead eqenses 
attributable to GELAC ($148,291), it should be noted that the G U A C  as o f 3 a n q  31, 
1997 reimbursed the Primary Committee S94.972. Therefore. expenses for salary and 

GELAC and 41 92,288 is due the Primary Committee from the General Committee. 
o v t r h d ,  totding S53.3 19 (S148.291 - 94,972). is d w  the Primary C o d t t C e  from the 

Schedules w m  provided to the Primary Committw at a 
conference held on Much 18.1998. The Primary Committee did not respond other than 
to state it believed winding downing expewes, consisting o f d q  and sverhcad, should 
be permissible subsequent to the Candidate's date of ineligibility. 

In the Memorandum. the Audit stdiffncommcnded that the 
Primary Committee provide documentation which demonstrates that the expenses for 
salary and overhead paid by the Primary Committee subsequent to the Candidate's date 
of ineligibility represented the cost of goods and sgwiccs uscd exclusively for the phl f ly  
election campaign or evidence that the Primary Committee has received reimbursements 
from the General Comminee ($1 92.288) and the GELAC (S53.319). Absent adcq~ate 
documentarion to demonsuatc the expenses  we^ exclusive to the primary election 
campaign or evidence that the Primary Com.ietee has received reimbursement from the 
General Committee totaling 192.288. and S53.319 from the GELAC the Audit staffwill 
recommend that the Commission make a determination that the Primary Committee make 
a pro-rata repayment of 936.996 (S 192.288 + 53.3 19 x .150630) 80 the United Stales 
Treasury. 

- 
In response to the Memorandum, the Primary Committee 

stated that pursuant to §9034.4(a)(3)(iii), 100% of salary. overhead and computer 
expenses incumd after the date of ineligibility may be treated as exempt legal and 
accounting beginning with the first full reponing period after the date of ineligibility. 
The Primary Commincc stated funher that nothing in the regulation limits the ability of a 
candidate in the g c n d  election IO pay primary winding down costs during the general 
election period. In addition, the Pnrnary Committee stated that the Commission's bright 
line regulation at §9034.4(e) refers to campaign expenditures subject IO the limit, not to 
winding down costs. Also, it is stated by the Primary Committee that the entire 
accountinghatching funds staff located in Link rock provided no gencral election 
services other than the GELAC contribution services. Finally. the Primary Committee 
stated that costs related to Primary Committee winding down were i n c w d  in the DC 
accounting ofice by accounting personnel specifically assigned to accounting for the 
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Primarycommi those individuals spent no time re1 general election 
activity. 

The Primary CornmittH agned that the G e m d  Committee 
would reimburse the Ppisnay Committee for expenses totaling $39,753 that WCE 

allocable to the General Committee, but that no additional nimbusmcnts are due the 
primary Committee from the General Committee due to the happi idon of 11 CFR 
$9034.4(~)(3) to post DO1 Winding down expenses. As of 9/30/98, the 539,753 has not 
b u n  paid to the Primary Committec according to disclosrae reports filed. 

It is the opinion of the Audlit staffthat 1 1  CFR 89034.q~) 
applies to both o p t i n g  costs and winding down costs. k p d i t u m  must k 
exclusively for the primary campaign or the gened  e l d o n  campaign to be attributed to 
that campaign. The Explanation and Justification for 11 CFR $90.34.4(~)(3) ddrrsses 
overhead and payroll costs incurred in connection with state or national m p t @  offices. 
These costs are attributed according to when usage of the office Q C C ~ .  For usage on or 
before the date of the candidate's nomination. these expenses a~ attributed to the primary 
election. except for periods when the ofice is used only by pnsons working exclusivcly 
on general election campaign preparations. 

Recommendation tcq 

The Audit staff recommends the Commission makc a determination that the 
P n m q  Committee make a pro-rata repayment of 836.996 ($192,288 + 53.3 19 x 
,150630) to the United States Treasury pursuant io 26 U.S.C. $9038@)(2). If the Primary 
Comminee receives a reimburxmenz of Sl92.288 fhom the G e n d  Committee and 
SC3.j 19 from the GELAC. no repayment would be required. 

Should the Commission's analysis of the facts, interpretation of appiicable law. 
and conclusions be different than that presented above, the amount due to the U.S. 
Treasw would be changed or eliminated. - 

9. Moms & Carrick. lnc. 

A consulting agreement was entered into t ~twm the Primary 
Committee and Moms B: Carrick. Inc. (MkC). The agreement covered the period 
February 1.1996 through August 30. 1996. M%C billed the Ppimary Committee on a 
monrhly basis. In accordance with the agreement, the Primary Committee paid M&C 
5 15.000 per month. 

In addition. M%C billed the Primary Committee on August 30. 
1996 for an additional 530.000. which the Primary Committee paid on September 30. 
1996. The invoice to the Pr imw Committee was annotated "Remaining Primary 
Invoice." Although the agreement stated it may be M e r  extended, renewed or amended 
upon written agreement of the panics. there was no provision in the Original agreement or 
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any m a b e n t s  
September 30,1996. A Primary Committee repnscnative stated the vendor performed 
e m  work &an w t ~ ~  originidly d c i p a t c d  and, thmf~re, 

agmment which coverod this billin r the payment made on 

@d an ad&tiod $30,000. 

Subsequently, the Primary Committee submitted a written response 
which stated that the $30,000 payment was a ~ d l y  owed by the General Committee. not 
the FVunary Coxnmittet. M&C was actually owed a total of S95,OOO undn the General 
Committee contract, but was only paid 565,000 on October 10,1996 by the h c d  
Committee. Further, the Primary Committee stated besaw M&C mistakenly billed &e 
$30,000 to the Primary Committee. c o d t t e e  $-paid the invoice as directed. 
Although the Primary Committee stated a copy of the “fflisdkctcd invoice” was included 
with its response. it was not. Finally, the Primary Committee ai-& tlhat the General 
Committee will reimburse the Privnary Committee 530.000, representing the amount paid 
and owed to MCC. 

In suppon of its c m n t  position, the Rimary Committee p v i d e d  
a copy of a consulting agrecrnent between M&C and the G e n d  Committee. This copy 
was not signed by either parry.” Subsequently, the Pnmary Conunittee d e  available a 
copy of the “misdirected invoice.” 

The unsigned agreement between the G e n d  Committee and 
MBC specified an effective date of August 30,1996 and a termination date of N o v c m k  
30,1996. It further states M&C was to be paid 59S.000 within 30 days of execution of 
the agreement. 

In our opinion. based on the information provided as of the close of 
audit fieldwork. the General Committee’s agreement appeared to be effective BS of 
Augusi 30. 1996. it was unclear why MCC would mistakenly issue an invoice on the 
same date and for only 530.000. when. in fact, the entire amoqnt ($95.000) to be paid, 
punuant IO the agreement. was due within 30 days of execution. On September 50.1996, 
when M&C did directly issue an invoice to ?he General Committee. it was for $65.000. 

In the Memorandum, the Audit naffrccommended that, the 
Primary Committee provide a copy of the executed contract (signed by all pasties and 
dated) between the General Committee and Moms L Canick. In addition. a signed 
statement from M d: C which explains in detail why M & C billed the Fbimary 
Comminn for 530.000 on August 30. 1996, when the Primary Committee obligations 
under is conmt wen fulfilled. Absent adequate documentation to demonstrate the 
expenses at issue w m .  in fact qualified campaign expenses. the Audit stafTwill 
recommend that the Commission make a determination that the Primary Committee make 
a pro-rata repayment of$4,S 19 ($30.000 x .150630) to the United States Treasury 
pursuant 10 1 I CFR 69038.2@)(2). 

The Runaty consultmg agreement was signed by h e  Rimary Cornminee and MLC. 
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response to the Memorandum, the C o d t t e ~  stated 
that an executed c o n m t  between the General Committee and Morris & Carrick did not 
exist. However, the Primary C o d n e e  provided an affidavit h m  William A. Casrick, 
Jr., the President of Moms & Carrick. Inc. 

Mr. Carrick stated that M & C agreed to provide political 
consulting services to both the Pnmary Committee and General Committee. M B: C 
agreed in writing to provide d c e s  to the Primary Committee in return for $105,000 - 
$ 15.000 per month for 7 months and M & C was paid in full for all services provided to 
the Primary Committee. 

Mr. Carrick continued that the General Committee orally agreed 
that services would be provided in return for $95,000, to be paid within 30 days from the 
anticipated date of execution ofthe contract (August 30, 1996). The m m n t  was 
reflected in a proposed written contract, however, unintentionally, the p h e s  never 
signed than contract. Mr. Canick stated further, that both parties treated the proposed 
contract as though it had been fully executed and abided by all of its tnms. 

According to Mr. Carrick, M & C mistakmly billed the Primary 
Committet. instead of the General Committee for $30.000 and that the Primary 
Committee paid the bill without questioning it. He stated that M & C was unaware ofthe 
mistake on this bill and was also unaware that the S30.000 was paid from the Primary 
Committee. Further. M 8: C received payments totaling t200.000 in full satisfaction of 
all obligations owed and duties performed under the Primary and General Committee 
agreements and that M 8: C did not receive any funds above and beyond those called for 
in the agreements with the Primary and General Committees. Finally, Mr. Carrick stated 
that M 8: C never received a bonus payment from eithee the Primary or the General 
Committee and that all paymen& were in accordance with its written agreements with 
both the Primary and General Committees. 

Although the PrimarySommittcc did not provide a copy of an 
executed contract between the General Committee and M & C, as recommended, it did 
provide information in the form of an amdavit from William Carrick. Jr. which explained 
that the Primary Committee was apparently billed in emor. 

In view of this apparent billing error and resulting payment by the 
Primary Committee of a General Committee expense. the General Committee should 
reimburse the Primary Committee 530,000.'' Absent such a reimbmemenS the mount 
paid ($30.OOOJ9) by the Primary Committee represents i3 non-qualified campaign expense. 

This mount IS shown as due to the Rimary Comminee on the Statement of Net Ouumdmg 
Qualified Campaign Expenses prepared by the Audit staff and mcludcd m the General 
Committee's Audit Repon 

This amount i s  not mcluded on the Statement of Net Oustanding Camprip Obligations as due 
from the General Cornmince because the payment to MBC occurrcd after the candidate's date 

IS 

I. 
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The Audit staffncO~ends that the c o e i o n  daerminc b t  the gn‘mary 
Commiotee make a gro rata npayment of S4.519 ($30,000 x .IS0630) PO the United 
States Trrasur~r p w w t  to 11 CFR 8 9038.2@)(2). Should the Primsry Co&ttw 
provide evidence that it Bas been reimbursed by &e Gcxmd Committee, the repayment 
would not be required. 

Should ?he Commission’s anaiysis of the facts, interpretation of applisable law, 
and conclusions be different than that presented above, the amount due to the U.S. 
‘Treasury would be changed or eliminated. 

C. 

Section 44la(a)(2)(A) ofTitlc 2 of the United States Code states &at no 
multicandidate political committee shall make contributions to any candidate and his 
authorized political comminets with respect to any election for Pedaal office which, in 
the aggregate, excced 55,000. 

Section 441a(a)(9){B)(i) of Title 2 of the United Staues Code m e s  that . 
expenditures m d e  by any pmon in COQpCIatiOn, consultatio~ or concm *oh, or at the 
request or suggestion of. a candidate. his authorized political comnhees, or their agents, 
shall be consideEd 10 be connibution to such candidate. 

Section 1 10.8(c)( I )(i)(ii) of Title 11 of the Code of Federal Regulations 
states that a political pany may make reimbursement for the expenses of a candidate who 
IS engaging in party-building activities. without the payment being considered a 
contribution to the candidate. and without the wreimbursed expense being considered an 
expenditure counting against the limitalion as long as the event is a born fide party event 
OP appearance; and no aspect of the solicitation for the event, the setting ofthe event, and 
the remarks or activities of the candidate in connection with the event were for the 
purpose of iduencing the candidate‘s nomination for election. 

Section 1 lO&e](2)(ii} of Title 1 I of the Code of Federal Regulations 
stares chat an event or appcarancc occurring on or after Januslry I of the ycar of the 
election for which the individual is a candidate is presurnptively for the purpose of 
influencing the candidate’s election, and any conmburions or expcndinues an governed 
by the contribution and expendim limitation. 

Section 100.9(a)( 1 ) of Title 1 1 of the Code of F d d  Regulations states, 
in pan. that the t m  contribution includes the following paymenu. sewices or other 

of ineligibiliry. 
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things of value: a ubscription, loan advance Or deposit oney or anything of 
vdu; made by anyperson for the plvposs of influencing any election for Federal office. 
Section 100.7(a)(I)(iii)(A) of Tiittle I 1 ofzhe Code of F e d d  Regulations sates that for 
purposes of 1 I CFR 100.7(a)( I), the tcnn anythmg of value includes all in-kind 
contributions. Unless specifically exempted under 11 CFR 100.7@), the provision of any 
goods or senices is a contribution. 

The Pnmapy Committee d e  payments to the Sheraton New Yo& Motel 
& Towers (the Sheraton) totaling S252.555. One of the payments was a wire -fer on 
January 4,1996 in amount of $134,739. w5sh appcarcd to represent a deposit. In 
addition, the Primary Committee received and paid an estimated bill for an event in the 
amount of SI 17,816. 

In response to the Audit staffs inquiry, the primahy Committee provided 
the following chronology regarding the payments made to ?he Sheraton. ' h e  payment of 
S 134,739 pertained to an event scheduled to occur in January, 1996. ahis event was 
subsequently canceled. The Sheraton sent the Primary Comminre a refund of 
f103.260;" a cancellation fee of $3 1.479 was charged. TRis event was then rescheduled 
to February 15,1996. On February 8,1996, a $1 17,816 payment was made to the 
Sheraton for the February IS. 1996 event. Finally, the Primary Committee stated h e  
DNC invited some of its donors to the event and based on the number of DNC attendees 
and the expenses incurred by DNC staff. the DNC paid 1519.832. The Primary Commiaec 
provided a copy of an invoice issued by the Sheraton to the Primary Committee, dated 
March 8.1996. in the amount of f142.322 plus a copy ofan estimated bill issued by the 
Sheraton 10 the DNC for 519,832. 

Costs itemiiad on the DNC's estimated bill were: dinner (f13.200). floral 
(84.46). linen (SI 85). stanchions. ropes. pipe and drape, (6220), Clinton-GorelDNC office 
rental (86 10). Clinton-GorclBNC ofice phonelfaxlprinter (S67l). and sleeping rooms 
(54.500). Comparison of the charges listed on the Primary Committee's invoice versus 
the charges listed on the estimated DNC bill-revealed that except for dimen ($1 3,200) 
floral (S446) and linen (SI 85). the remaining categories ofitemized charges on the 
DNC's estimated bill do not appear on the Primary Committee's invoice - the Primary 
Committee's invoice apparently represents all the categohes or types of charges billed by 
the Sheraton directly related to the evetit. The cxpenses Pepresenting the difference, 
$6.00 1 ($19.832 - 13.83 I ) appear to be related to the event. even though not included on 
the Sheraton's March 8. I996 invoice. Consequently. absent additional documentation, 
the Audit staffcould not determine hou. or if, expenses totaling S10.675,O' as reflected on 
the Sheraton's invoice issued to the Primary Commiaee were paid. 

A copy of the refund check was provided. 

Appartnr foul con of event. 5142.312 le= 51 17.816 paid by the Rimary Cornminee. leu 513.83 I 
paid by the DNC. 

.) 
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cost ofthe event appearrd to be a qualified campaign expmse; the Sheraton invoice 
refeffnced a "chton/Gore '96 RE~ptiominna." F d a ,  this event did not appear to 
represent ajoint fundraising effort in which the DNC was a participant. Abscnt 
documendon demcmtrating that the expenses paid by the DNC were expenses NOT in 
connection with the candidate's m p ~ g n  for nomination. the Audit staff viewed the 
amount paid by the DNC as in-kind contribution. Fur&a. the value ofthe a p p m t  
in-kind contribution ($19,832) was added to the amount ofexpenditures subject 90 the 
overall limitation. 

It was recommended in the Memorandum, that the Frima~y Comnnittn provide: 

The final invoice issued by the Sheraton to the DNC; 

an explanation as to the method used to "mll~catc'~ the costs of the event 
between the Primary Committee and the DNC. along with docwenotion 
to suppon that "allocation" ratio used; 

documentation, in the form of canceled check(s) that demonstrates the 
$1 0,675 in event expenses were paid; 

documentation tci show how the expenses paid by the DNC are expenses 
not in C O M ~ C ~ ~ O I I  with the candidate's campaign for nomination. and thus 
not ill] in-kind conmbution to the Pjrimary Committee. 

% 

In response to the Memorandum, the Primary Committee provided 
invoices and documentation which demonstrated rhat dl expenses relating to the event 
were paid. Although the estimated bill for the DNC was 319,832, the actual mount paid 
by the DNC was $24.926 (catering and room chargb). In addition, the Primary 
Committee provided documentation whish explained the method used to "allocate" the 
cost between the Primary Committee and the DNC. The DNC paid 1 I% of the cost 
which ir considered as iu share for the 165 guests invited by the DNC. 

According to the Primary Committee. h e  primary purpose of this event 
was 10 garner suppon for the ClintodCorc '96 presidential ticket and to bring attention to 
the candidates and their agenda in the state of New York. This was not a fundraising 
event far the Primary Committee. The DNC. however, was conducting hdraising in 
New York at the time of the event. and when II leamed that the President and Vice 
President would be appearing. asked the Primary Committee to allow the DNC to invite a 
small number of pmmtial wnmbulors to the event (emphasis added). 

The Primary Committee also submitted an affidavit from Joseph Sandler. 
who at the time of the event was General Counsel at the DNC. Mr. Sandler sta?cd the 
DNC was raising money in New York during the same time period as the event, and 
when the DNC heard that the President and Vice President were attending this dinner the 
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DNC invited its ests. It should be noted that Mr. S d e s  no nference in 
his affidavit that the DNC pests w m  potential contributors. No documentation has 
been made available that demonstrated the DNC guests received any solicitation as a 
result of anending this event. 

Based on our review of all the infobmation available, it appears that the 
DNC was Mnductbg fundraising in New York a d  did invite certain individuals to artend 
the Prisnary Cornmince event n e s e  individuals were among the 1,544 guests anending 
this event, an event that by the Primary Co&*te's own admission, 'Was to gamer 
support for the CIintodGore '96 presidential ticket." ?he COS of this p h q  mpaign 
event may not be apportioned to the DNC or any other political c o d t t c t  Without an in- 
kind conmbution resulting.'* 

Accordingly, the DNC made and the Primary Committee received an 
excessive in-kind connibution from the DNC. Further, the value of the in-kind 
contribution ($24,926) is included in the amount of expenditures subject to the overall 
limitation. 

D. EXPENDITURE LIMITATIQN 

Sections 441a(b)( ])(A) and (c) of Title 2 of the United States Code state, . 

in part. that no candidate for the office of President of the United States who is eligible 
under section 9033 to receive payments from the Secretary of the T'rea.wy may make 
expenditures in excess of 510,000,OQQ in the campaign for norr~imtion for election to 
such ofice as adjusted by the Consumer Price Index published cash year by the Bureau 
of Labor Statistics of the Department of Labor. 

Section 9Q35(a) of Title 26 of the Internal Revenue Code ~Qtes, in pa& 
lhat no candidare shall knowingly incur qualified c a m p ~ g n  expenses in excess of the 
expenditure limitation applicable under section 44la (b)(l)(A) offitle 2. 

Section 9032.9(a) of Title I 1 of the Code of Federal Regulations states. in 
part. that a qualified campaign expense is one incurred by or on behalf of h e  candidate 
horn the date the individual became a candidate through the last day of the candidate's 
eligibili~y; mad- in connection with his campaign for nomination; and neither the 
incurrence nor the payment of which constitutes a violation of any law ofthc United 
States or the State in which the expense is incurred or paid. 

Seaions 9033.1 I(a) and (b)(l)(A) of Title I I of the Code of Federal 
Regulations state. in pan. that each candidate shall have the burden of proving that 

'' A polirtcal pur?. may mimbune the expenses of a candidate who is engaging in pmy building 
activiues without the payment being considered a conaibution 10 the candidate. and without 
the unreunbuned expense k m g  considered an expendimre counring against the limitation ar 
long IS the event is a bona fide pany event or appearance and no aspecf of the solicitation for 
the event were for the purpose of influencing the candidate's nomination or eleaicn. 
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disbursements mad the candidate or his authorized c are qualified campaign 
expenses as defined in-11 CFR 9032.9. For disbursements in excess of$200 to a payee, 
the candidate shall present a canceled check negotiated by the payee and eiher a biii, an 
invoice or voucher from the payee stating the purpose of the disbursement. 

Sections 9034.4(~)(5) of Title 26 of the Code of Federal Regulations 
states, in relevane part, that the production c o s  for media comxx~unications that are 
broadcast both &fore and after the date of the candidate's nomination shall be attributed 
50% to the primary limitation and 50% to the gencral e l d o n  litation. 

Sections 9038.2(b)(2)(i)(A) and ($(A) of Title 11 ofthe Code of Federal 
Regulations state, in part, that the Commission may determine t b t  mournt(s) of any 
payments made to a candidate from the matching payment account were used for the 
purposes other than to defray qualified campaign expms~s. Furfhcr, an example o f a  
Commission repayment delemination under paragraph (bI(2) includes determinations 
that a candidate, a candidate's authorized committn(s) or agents have made expenditures 
in excess of the limitations set fonh in 1 1 CFR 9035. 

Section 9038.2(b)(Z)(iii) of Title 1 1 of the Code of Federal Regulations 
states. in pan, that the amount of any repayment under this section shall bear the same 
ratio to the total amount determined to have been used for non qualified campaign 
expenses as the amount of matching funds certified to the candidate bcars to the 
candidate's total deposits. as of 90 days after the candidate's date ofineligibility. 

The expenditure limitation for the 1996 Primary election for nomination 
for the office of President of the United States was $30,910.000. 

From its inception through December 31. 1997 the Primary Committee 
reponed nei operating expenditures (subjecr to the limitation) of $30,727,701. 

Our analysis of expenditures subject to the limit indicated. based on 
information made available dblrinp fieldwork. that the limitation had been exceeded by 
$46.;-18.00S. 

Certain djusunents made by the Audit staff10 reported expenditures 
subject to the limitation arc detailed below. 

1. 
Accounting 

Based on our review of the Primary Committee's expeiae printouts 
and work sheets. it was determined thar there were additional expenses, not claimed by 
the Primary Committee, that were entitled to the compliance exemption. 'Ihe amount 
calculated by the Audit staff was $363.668. This amount. is a reduction to expendimes 
subject to the limit pending amendments to k filed by the Primary Committee. 
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In response to the Memorandum, the P r h q  Committee filed the 
necessary amendments. 

2. ExDcnses in the Leoal an d in the Matchino Fun d D e a m e n t s  Not 
Considered 100% ExemPt Comd iance 

The Primary Committee dlocated as 100% exempt compliance all 
expenses incumd in the legal and in the matching fund cost group. The P r h ~  
Committee did not charge any of these expenses to the expenditure limitation. Legal and 
accounting expenses incurred solely for the purpose of ensuring compliance with the 
Federal Election Campaign Act do not count against the overall expendim limitation. 
In addition, cosps associated with the preparation of matching fund submissions arc 
considered exempt legal and accounting expenses. However, "costs associated with the 
preparation of matching fund submissions" do not include data e m y  or batching 
conmburions for deposit. Likewise. the cost of legal senices involving the review and 
enforcement of Committee contracts is not viewed as 100% exempt compliance. 

The Primary Committee's conmbutions were processed in its Little 
Rock. Arkansas headquaners. Contribution processing included not only those activities 
that related directly to the preparation of matching fund submissions, but also included 
data e n p  and batchinp of contributions foi deposit; these hctions would have been 
necessary even if no marching fund submissions were p n p d  The Primary 
Committee's legal dcpanment performed duties such as negotiating conmcts as well i ts 
rhe collection of rent due from a tenant. bath of which are not related solely to ensuring 
compliance with the Act. 

In response to our inquiry concerning the expense allocation for 
these two cost groups. the Primary Committee stated "(t]he [Primary] Committee has 
allocated 100% of staff attorney Ken Stem's time to accounting since he primarily 
provided services not directly related to compliance." In addition, the response stated 
that '.other staff attorneys were assigned to compliance activities with minimal time 
commined IO other services." 

With respect to the matching fund cost group. t' Primary 
Comminee slated that "all of the costs allocated by the Committee to Department 145 
{Marching Fund Depanmcnt) were reiaied to processing contributions." The Primary 
Committee submitted a dculation for naff who performed data enwy. batch processing 
and other duties unrelated to marching funds. The Primary Comminee identified 17.33% 
of &e duties performed by Matching Fund Department &as related to its accounting 
functions. 11 should be noted that expenses properly charged to accounting are allocated 
8590 exempt compliance and 15% operating expenses chargeable to the overall limitation. 
whereas expenses properly charged to L!S marching funds department are allocated 100% 
compliance and as such are not chargeable IO the overall limitation. 
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Given the above response. the &nee appeared to 
agree with the Audit staff that some ponion of the expenses-inhlly allocated to the legal 
deparanmt and the matching fund department did not qualie as 100% exempt 
compliance. The Commission's Financial Control and Compliance manual provides that 
each allocable cost group must be allocated by a single method on a consistent basis. The 
Primary Committee m y  not allocate costs within a particular p u p  by different methods, 
such as allocating the payroll of some individa by the standard 10 percent method. and 
other individuals by a committte-developed pctcemlage supported by records indicathp 
the functions and duties of the individuals. However, different cost groups may be 
allocated by different methods. The method used by the P h t  Committee in anriving 
at the 17.33% figure was not consistent ~ t h  the guidance provided in the fhnual. 

In the Audit s t a f f s  view, an allocation of85% exempt compliance 
and 15% operating with respect to expenses charged to the legal department and the 
matching fund d e m e n t  is a reasonable and consistent method of allocating the 
activities in these cost groups. If the expenses at issue were allocated in phis manner, an 
increase of 15395.1 87 to the overall expenditure limitation would result. 

In response to the Memorandum, the Primary Committee stated. 
that it was its intention to allocate all compliance legal cost to the Legal-compliance cost 
center and the other expenses to Legal-other. The FPirnary Committee continued that the 
Committee's General Counsel and Chief Counsel would provide the compliance services 
since that was their primary area of expertise and paid outside counsel would primarily 
handle non-compliance matters. The Pnmary Committee stated M e r  that the auditors 
questioned whether Ken Stem. who was Deputy General Counsel and on the 
Committet's payroll. would be treated as 100% compliance since he performed other 
tusks that may not have been compliance related. The Primary Comminee suggested that 
hlr  Stern's payroll and overhead be treated as subject !o the limit. except for the 5% 
national compliance exempiion. 11 is  the position of the Psimary Committee that all other 
expenses irutrall> charged IO the Legal-compliance cost center should be treated as 100% 
exempt 

The Audix staff did not single OUI Mr. Stem foe performing tasks 
that were not compliance related. The Audit staff did note that the Primary Cornminee's 
General Counsel was involved in contract negviations and an Associate Counsel 
collected rent, and that such functions were not considered exempt compliance activities. 
However. in addition IO the above. i t  is obvious that Ms. Stern's salary and associated 
overhead could not be considered 100% exempx compliance. Furrher. according to the 
Pnmary Committee other staffanorneys allocated minimal time to other than compliance 
sewices. 

As demonsmred above. the individuals whose expenses were 
charged to ahe legal depanment weur prrforming duties which arc not considered 1100% 
exempt compliance. Therefore. the proposed rechssificaxion of only Mr. Stem's salary 
and associated overhead from the amount originally charged to the Legal-compliance cost 
center. as suggested by the Primary Comminee, does not alter the Audit staffs opinion 
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that dl legal ex 
compliance 15% operating. 

as orighdly classified should be allocated at a ratio of 85% 

With respect to the Matching Fund Deparanent, the Primary 
CoIIlminee nated that it followed the auditors' guidance in the Manual by establishing 
separate accolllating and matching fimd cost centers which rrasonably and accurately 
reflect the division of duties. The Rimary Committee conrinwd that kcause there were 
some fundons in the contribution processing office that the FEC docs not mat  as 160% 
compliance, the Primary Committee did not allocate nhat portion of those activities to the 
matching fund cost center. b e a d  those costs were dllocated to the accomhg cost 
center and the numben on the FEC repons originally filed included this allocation. 
Finally, the Primary Committee stated that it provided calculations *owing the 
reasonable accounting between cost centm. 

'The Primary Committee provided w o r k p a p  with detailed 
monthly/quafferly mounts of payroll and overhead corn associated With conuhution 
processing that it allocated to the matching fund and to the accounting cost centers." For 
example, for the period of April through June. 1995 the Primary Committee identified 
82.67% of the cost of contribution processing as allocable to the matching fund cost 
center and 17.33% as allocable to the accounting cost center. 

In addition to applying this percentage to costs associated with 
contribution processing, the Primary Committee applied this same percentage (1 7.33%) 
IO payroll and overhead expenses associated with two other employecs. computers, cost 
of sohare  and computer services. and. IO the cost ofoverhead associated with the 
matching fund ofices and charged that amount to the accounting cost center with the 
remainder (82.67%) charged to the matching fund cost center. It is not cleat from the 
workpapers provided how this allocation is related to these costs. The Audit staff 
contacted the Primary Comminee chief accountant in an attempt to obtain an explanation 
Uith respect 10 the Prirnaq Cominee's methodology used to calculate its allocation 
percentages and to obtain documentation to support such calculations On at least 3 
occasions the chief accountant stated she had requested copies of work papers (from the 
Washington DC ofice) containing the calculations and o n e  in her possession she would 
contact the Audit Division. No such contact was made. 

As previously stated. Ihe cost associated with the preparation of 
matching fund submissions skall not include costs of general contribution processing 
such as dam enny and batshing conu-ibutions for deposit. (Compliance Manual at page 
30). The Primary Committee's proposaY did not include (1 1 my detailed information 
concerning the duties performed by rndividuals assigned to the matching funds 
department. or (2) any justification for the percentages identified for other categories of 
expenses which the Primary Comiinee now considers not exclusively related to the 

~ 

The pcrccnlagc of psyroll rclatcd IO contribution processing allocated to the accounmg cast 
ccnrer varied with each rcponlng pcnod 
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prrpmtion of g fund submissions. It is the Audit olpinion phat m 85% 
exempt, 15% operatingallocation for the matching fuad cost cent& rrmains a consistent 
and ~ ~ n a b k  method tu d k i t ~  such COS. Accordbgly, an adjustment of $395,187 to 
expendims subject to the ov~pall limit has been included, rather thmrn the proposed 
adjustment of S 1 17,817 suggested by the primary ConamiffeC in its response. 

3. 

The Committee allocated costs associated with its headquarter 
departments either 100%, 85% or 5% to exempt legal and accounting a d  the remainder 
was allocated to operating expenditures. Therefore to inswe the aemracy of the 
calculation of expendims subject to the limit, if an asset or service when purchased or 
provided was allocated 85% to exempt legd and accomtiag and 15% to o p t i n g ,  the 
proceeds h m  the sale of that asset or a refund related to that sewice should be credited 
85% exempt legal and accounting and the remaining 15% to operating. During OUT 

review of refunds and rebates received by the Primary Committee, it was detmnined that 
certain amounts were offset incomcdy at IOO%(instd of 85% or 5%) against the 
overall expenditure limitation. The correct allocation of refunds and rebates will add 
Sl70.857 to the overall expenditure limifation. 

In response to the Memorandum, the Primary Committee indicated 
that the correct amount of refurnds and rebates that shodd be added to !he overall 
expendim hmitation is $1 68.445. Thc Primary Committee stated that among the 
refunds rea2located by the auditors was 5379.705 for the sale of assets. of which 560.601 
was added to the overall expenditure limit by calculating 85% of the liegal and 
accounting assets' value and 5% ofthe other assets' value involved in the sale. 
According to the Primary COIlImittEe the assets sold were valued at $370,816. Of that 
amouni. the Primary Committee states that asses sold from the accounting department 
should decrease the limit by 15%. those assets sold from the legal and from the matching 
fund cost center should not decrease the oveall expenditure limit, while the assets sold 
from the other cost centers should decrease the expenditure limit 5%. An upward 
adjustment of 958.186 to the overall expenditure limit relative to this d e  of assets is 
wvranted rather than the $60.60 I calculated by the auditors. The figure proposed by the 
Primary Committee is incomct since ia was calculated by wing cenai:, offset amounts 
related to the d e  Qf assets which the Primary Committee incomctly classified as 100% 
compliance rather than the proper allocation of 8590 compliance used by the Audit staff 
for the legal and the matching fund cost centers. 

Nothwithstanditip the above, an additional calculation is necessary 
to arrive at the correct amount of the adjustment to the overall expenditure limit. The 
General Committee purchased assets faom the Prirnary Committee for S370.816 and the 
GELAC purchased assets from the DC office for $8.889. In addition. assets from the 
matching fund department were sold to the GELAC for S55.180. The Primary 
Comminee did not include in i?s adjustment (S168,445) to the overall expenditure 
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limitation matc 
Audit staffs msition that expenses charged to the matching h d  depamment should be 

d department assets purchased by AC. However, it is the 

considend Si% exempt compliance. and 15% o p t i n g  ( s h g m b l e  to the overall 
expenditure l i t ) ,  thus an additional downward adjuspment of $8,277 ($55,180 x .IS) to 
the expenditure limitation is necessary. 

5162,850 (5170,857 - $8277) in our analysis of the overall expendim limitation (see 
footnote D). 

Based on the above, the Audit stashincluded an a d j m e n t  of 

4. Amounts Due the G e n d  Com&tce and the 
GELAC 

a. Salary and Overhead 

The GELAC paid the Primuy CoHuslinee 6 15 1,757 for 
salary and overhead of Primary Comminee staff who worked on GELAC. activities prior 
to the Candidate's date of ineligibility. Our rcview revealed that only c d n  persons p i d  
by the Primary Comminee worked 100% on GELAC activities for their entire period of 
employment prior IO the Candidate's date of ineligibility. FOP those persons who did not 
work exclusively on GELAC activities for their entire prc-DO1 period of employment no . 
reimbursement from GELAC is warranted according to the regulations at 11 CFR 
$9034.4(e). Expenses for salary and overhead that were allocated between the Primary 
Cornminee and the GELAC but were not exclusively g e n d  election in name an 
considered primary expenses. Based on our review of GELAC docurnrentation, we 
deietmined that 562.879 in salary and overhead expenses were associated with staff 
uorking exclusively on GELAC activities for their entire pre-DO1 period of employment. 
Accordingly. the Ptimap Comminee should have retuned to the GELAC S88.878 
(S 15 1.757 - 962.879). Of this amount (588,878) only $23,033 was applied by the 
Primar). Comminee as an offset to expenditures subject to h e  limitation. 'Therefore. the 
Audit staff has added 523.033 to the overall expenditure limitation. 

In its response to the Memorandum, the Primary Committee 
disagreed that the bright line test was intended to apply to GELAC fundraising 
According IO the Primary Comminee. the regulations under I 1  CFR $9003.3(a)(l)(i) 
specifically authorize the establishment of a GELAC committee prior to the candidate's 
nomination and specifically require the payment of GELAC hdraising expenses for 
GELAC funds raised. Finally. the P m m q  Committee stated that if the bright line test 
weft applied to GELAC opeations. it could result in the Primary Committee paying all 
of h e  corn for raising GELAC finds. It is the Primary Comminee's position that it does 
nor owe the GELAC a reimbursement and no addition to the overall expenditwe 
limitation is warranted 

It remains our opinion that only salw and overhead 
expenses for campaign staff who worked exclusively on GELAC activities for their entire 
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period of ernpl prior to the date of nomination could b b m e d  by GELAC. 
Further. the regulations at 11 CFR 59034.4 (e) encompasseel all expendims, including 
opt ing ,  fundraisiig and winddown. Thenfore, the Primary Cornminee should r e m  
to the G U A C  S88.878, of that amount $23,033 has been dded to expendims subject to 
the o v d  limitation. 

b. Sublease Payments 

The Primary Corminee paid rent to 1 100 419 Association 
Lid. Partnership for the months of July and August. The G a d  Commhee paid rent for 
oEce space for the remaining months of September through November. During the lease 
period the Primary Committee subleased a pustion of its office space to the firm 
Dicknein, Shapiro, Morin & Oshirasky ELP 0s). The sublease mt payments, totaling 
S76,716. were deposited into the Primary Committee's account and subsequently offset 
against expenditures subject to the limitation. ?he Audit staffcalcrplated that the Primary 
Committee owes the General Committee S39,45 1 ." The €%unary Committee in its 
response calculated that the Primary Committee owed the General @omminee $43,005. 
However, the Primary Committee did not consider in its calculation rent that the General 
Committee should have paid for August 29 - 3 1. This will add $39,451 to the overall 
expenditure limitation. 

In response to the Memorandum, &e himmy Committee 
stated that it does not dispute this calculation and agrees to pay the G e n d  Committee 
539.451. In addition, the Primary Committee does not dispute that this will add $39.45 1 
to the overall expenditure limitation. However, to date the Prirzzry Cormnittee has not 
provided evidence that the payment has been made to the General Corniffee. 

Shown below is the calculation of the expenditures subject 
to the limit:. 

This ainouni was denved by pro rating 514,033 for thrre days m Augun. 1996 plus 514.033 each 
for Seplember. October. and November l e u  the mount of rent ($4.007) paid by the Rimary 
Cornminee which should have been paid by the General Comminec for the period 8/29/96. 
8'31/96. 

Y 
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AMOUNT REPORTED BY THE P W Y  C O M M T E E  
ATDECEMBm31,  1997 

LESS: 

ADDITIONAL HEADQUARTER DEPARTbENTS AND u(pENDuBEs 
CONSIDERED EXEMPT LEGAL AND ACCOUNTING 

SUBTOTAL 

ADD: 

DEBTS OWED BY THE PRlMARY COMMITTEE AT DECEMBER 31.1997 

1 So/& FOR LEGAL DEPARTMENT AND MATCHING FUND DEPARTMENT 
NOT CONSIDERED 100% EXEMPT COMPLIANCE 

REFUNDS. REBATES AND THE SALE OF ASS€TS 
INCORRECTLY OFFSET AGAINST THE LIMIT 

PAYABLE TO CLl?4TON/GORE '96 GENERAL ELECTION COMPLIANCE 
FUXD FOR SALARY AND OVERHEAD PRE DO! 

DUE TO CLINTONGORE '96 GENERAL COMMKTEE 
CONVENTIOK TRAVEL 
SUBLEASE PAYMENTS 

W-KIND CONTRIWTI0,N FOR EVENT COSTS 

SUBTOTAL 

64 

530.723,lOl 

363.668 AI 

30,364,033 

104.759 

395.187 

162,850 DI 

23.033 u 

51,878 F' 
12.427 
39,45 I 

24.924 

531.126.666 
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LESS: 

DEBTS OWED TO THE COMMlTlEE AT DECEMBER 31.1997 361.860 H, 

AMOUNT DUE FROM CLINTON/GOFE '96 G M E R U  COMMITTEE 87.159 v 
BISMM ENTfRpRlSEs 22.984 
AT tT PHONE LEASE 63.736 
GTE 439 

SUBTOTAL 30,677,647 

ADD: DNC MEDL4 EXPENSES 46,580,358 

EXPENDITURES SUBJECT TO PRIMARY SPENDING LlMlTAIION 77258,005 

LESS: PRIMARY ULPENDlTLlRE LIMITATION 30.9 IO.000 

EXPENDITURES M EXCESS OF PRIMARY SPENDING LIMITATION 46.348.005 

LESS OUTSTANDING PAYABLES 100,795 Jt 

EXPENDITURES Ih' EXCESS OF TNE SPENDMG LIMITATION SUBJECT TO 
REPAYMEKT 

46.247.21Q 
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FOOTNOTES 

A. 

B. 

C. 

D. 

E. 

F. 

G 

H. 

1. 

J. 

Tbis amount represents costs that arc c o m i d d  Exempt llegal and aamnthg 
expenses. See Finding U.D. 1 .  

Debts owed by the primary Committee as repxtcd in ips December 31,1997 
Disc!osure Repons Schedule D. 

’Ibis amount represents 9 5% of the legd d e p m e n t  and the matching h d  
department expenses t h a ~  based on a review ofsallary and ov t r f id .  were 
rmisclmificd. See Finding III.D.2. 

This mount is for refunds, rebates and the sale of assets that were offset 100% 
against the limit by the Primary Cowminee. However. the documentation 
indicated that only a portion ofthe reffind (15% or 95%) should have been offset 
against the expenditure limit. See Finding III.D.3. 

f h i s  amount represents the amount of a GELAC rcimbmement for pre date of 
eligibility salary and overhead expenses incomaly offset gainst the limit, ?he 
balance of the reimbursement was offset against exempt legal and accounting 
expenses. See Finding III.D.4.a. 

. 

This represents travel from the Democratic National Convention paid by the 
General Committee (see Audit Repon OD the G e n d  Cornittee, Finding 
I1I.B. 1 .) and sublease paymenu (see Finding III.D.4.b). 

This represents an apparent in-kind contribution by the DNC for event expenses. 
See Finding 1II.C. 

A refund from !he November 5 Group is due the Primary Committee. According 
to the Primary Comminer‘s 1” and 2- quaner 1998 disclosure rcpan. it has 
received 5201.366 of the refund due from the November 5 Group. 

- 

The mount due from the General Committee for Bismarck Enterprises and 
AT&T are ~ O M U  paid by the P n m q  Committee but should have been paid by 
the General Committee. See Finding SlLB.1 .a. and b. The G E  amount of S439 
is a Primary rcfund thar was mistakenly deposited into the General Committee’s 
bank account. 

Debts owed by the P r i v  Comminee as reponed in its December 3 1, I997 
Disclosure Repons Schedule D less 53.964 paid during 1998. 
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As depicted in the chart above, the Audit staff identified 
577,258,005 in expendintrrs chargeable to the overall expcaditrmrc limitation. The 
Pnmary Commirt&c in its reSpnSC contended that it was U35.188 m h  the overall 
expendim lirnit. Our review of the Primary Cornminee's disclosure r e p %  as amended 
through June 30,1998 nflccted expenditures chargeable to the overall limit of 
530.330.4 I8 - an amount qual to 5579,590 under Ute ovcrall spading limit. The Audit 
d s  inclusion of media ucpernses paid by the DNC as an in-kind contribution as 
discussed in Finding 1II.A. and the necessary ndj~ents/ddit ions discussed at Findings 
1II.B and C. caused the limit to be exceeded by 546,348,005. After d j m e n t s  to 
calculate the amount 
repayment to the United States Treasury. 

in excess of the limit, $46247210 is subject to a pro rata 

Recommendatioa #6 

The Audit staff recommends the Commission determine that $6.96621 745 
($446,247,210 x .I50630) is repayable to the United States Treaslpry pursuant to 1 I CFR 
$903 8.2@)(2)(ii)(A). 

Should !he Commission's analysis of the fasts, interpetation of applicable law. 
and conclusions be different from that presented above, the mount to be added to 
Primary Committee's spending limitation and the amount to h repaid to the U.S. 
Treasury could k changed or eliminated. 

E. DETERI(IWTION OF NET OUTSTANDING CAMPAIGN OBLl6ATlONS 

Section 9034.5 (a) of Title 1 1 of the Code of Feded  Regulations requires 
that within 15 calendar days afier the candidate's date of ineligibility, the candidate shall 
submit a Statement of net outstanding campaign obligations which reflects the total of all 
net outstanding obligations for qualified campaign expenses plus estimated necessary 
winding d o w  costs. - 

In addition. Section 9034.1 (b) of Title 1 1 ofthe Code of Federal 
Regulations stares. in p a n  that if on !he date of ineligibility a candidate has net 
outstanding campaign obligations as defined under 1 1  CFR 49034.5. that candidate may 
continue to receive matching payments provided that on the date of payment there are 
remaining net outstanding campagn obligations. 

President Clinton's date of ineligibility was August 28. 1996. The Audit 
staff reviewed the Cornminee's financial activip through December 3 1, 1997, analyzed 
winding down costs. and prepared the Statement of Net Outstanding Campaign 
Obligations. 

'' This amount may spquue a downward ulpment pending h a 1  molution of rhe npaymcnt 
manen notd ai Fmdmg I1I.B. 
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It should be noted that the Pnmary C o d t t w  submitted with its response 
to the Memorandum its version of the Statement of Net Outstaadhg hpPaign 
Obligations. Thae wctc several differences bctwce~ the Audit prc.”pand statemat and 
the one preparrd by the Primary Conminet. Accord@ to the Primary C o d t t ~ e ,  the 
deficit as of August 29,1998 was S1,071,056, whereas, the deficit dcdated by the Audit 
d e s  of Augusl28.1998 was S89§,646 a diflrcaence of appr~ximate~y $17§,000. 
However, the Primary Committee aiid not provide workshscts, schedules or other 
documentation to support the derivation of its numbers. 

The Audit staffs prepared S t a m a t  of Net O u m d i n g  Campaign 
Obligations appkan hlow. Based on our d y s i s .  the Ppimay Committee did not 
receive matching funds in excess of irs entitlement. 
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CLINTOWGORE '96 PRIMARY COMMITEE. INC. 
STAKMENT OF NET OUTSTANDING CAMPAIGN OBLIGATIONS 

a$ determined thmugh DurSnrber 31,1997 
IS of August 28.19es 

Cash in Bank 
Cash on Hand 
Investments m U.S. Tmaorrry NoteslBonds 

Accounts RsmivaMe: 

Acwued Interest 
Vendor Deposits 
Due from GEUC 
ClinfunlGore '96 General Committee 
Vendor Refunds 

Capitel Assets 

Total &sets 

OBLIGATIONS 

Accounts Payable for QualifiaKl Campaign Expenses 
Refunds of Conmbubons 

Federal Income T u  

Amount Due GELAC 
Amount Due Genml Cornminee 
Amount Due US. Treasury - Sule-dated Checks 

ACNII Wmdmg Down Expenses 
- 

December 6.19% - D e c m k r  31.1997 

Esrunated Wmdmg Down Expsnrcs 
Januu) 1.19911-Dccmbcr3l. 1999 

t 3,389,406 (1 ) 
2Q2 

2.146.940 

9,171 (2) 
54.833 (3) 

451,757 (4) 
87.159 (5) 

385,568 (8) 

497,427 (7) 

6,722,653 

4.3319.5M (8) 
7.275 (9) 

165.480 (la) 

88.878 (11) 
12,427 (12) 
12.230 (13) 

1.822.556 

1.170.900 (14) 
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(12 )  

Audited Bank Reconciliation at % R E M  which includes nale-dusd checks dated on or before date 
of ineligibility added back to carh in W. 
Accrued interest income 7/25/96 - SR8B6. 
This mount reppments vendor deposits ouarandirng as of &28#6. 
This amount rcflcnc GELAC reimbursements to the primmy Commiaee for GELAC salaries and 
ov&ead cxpcnses initially paid by the Rimary Comminee on or before &2m. An Offsct 
(583.878) was calculated by the Audit &to reflm the c x p e ~ s e ~  of individuals not working 
exclusively on GELAC manas (see Note l I). 
This amount represents: (a) Rmwy Commiaec payment ($2,984) to Bismarck Enteqrises for 
catering sewices provided to the G c n d  Commiuce; (b) M mount (363.736) paid by the 
R u n q  C o m m i m  far an AT&T phone Iwc which should have keR paid by the General 
Cornmince; (c) a GTE =fund (5439) addmsed to the Primmy C o m i ~ e c  but m n e o u s l y  
deposited by the General Comminec. 
Amounts deposited post date of ineligibility for muisactions made on or kfore date of ineligibility 
plus the reponed amount owed to the Runary Comminee by one of ieE media vendors. 
Recognition of gross capital assets including soflwarc and licensing fees less deprrciation of 40%. 
Reflects acnral accounts payable through 120  1/97 absent a reduction IO accounts payable for post 
date of ineligibility stale-dated checks and winding down eo=. 
Repmenu conmbutions dated 828196 or before and refunded to contributors. 
This amount reflea the tax liability for mvcment  income and intemt earned on deposits for the 

This offsets the GELAC reirnburremcnt to the Pnmary Committee a! Note 4; the difference of 
562.879 tcpments the allowable reunburscmrnt by GELAC for staff working 100% on GELAC 
manen pnor to date of mcligibilip 
T h i s  amount represents: (e) DNC Convention related mvcl on TWA paid (S7.291) by the Genemi 
CommInee; (b) a leg of DNC Convention mvel from Chicago to Cape Girardcau, MQ relative to 
h e  R u n e  Comminec that was paid (S5.136) by the General Comminec (see Audit Rcpon of the 
Gencnl Cornmince. Fmdmg 111.8.1 .) 
Run* Commmet's o u m d m g  checks to vendors or contributors hat have not been cashed. 
T h i s  unouni IS based on Ihc h a r y  Commmet's rcnul 1997 yem-md winding down expenses. 

petid 1/1/96-1/28/96. 
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Section 9038.6 of Title 11 of the Code of Federal Regulations sates that if 
the committee has checks outstanding to -tors or contributions that have not bccn 
cashed, the coBlmi~ shall notify the Commission. The committee shall inform the 
Commission of its efforts to locate the payees, if such efforts have Been necessary, and its 
effom to mcollrsgc the payes to cash the outstanding checks. The committee shall dso 
submit a check for the total amount of such outstanding checks, payable to the United 
States Treasury. 

During OUT review of the Primary C o d t t e e ' s  disbursement activity, the 
Audit &identified 97 stale-dated checks totaling S38.164 between April 27. 
1995 and December 16,1997. The Audit d p r o v i d e d  a schedule ofthe stde-dated 
check to the Pnmary Committee on Thursday, March 19,1998. 

In the Exit Conference Memomdum, the Audit staff recornmended that 
the Primary Cornminee present evidence that the checks wcre not outstanding (Le., copies 
of the front and back of the negotiated checks), or that the outstanding checks were 
voided andlor that no Primafy Committee obligation exists. 

ln rrsponse 10 the Memorandum, the h n x y  C o d n e e  provided 
evidence that checks. totaling f25.934. had k e n  voided. reissued and cleared the bank 
(S20.W); had cleared the bank subsequent to &e end of fieldwork ($2,890); had been 
originally issued in emor (S1.000); and, had been voided and a check reissued to the U.S. 
Treasup ($2,000). 

Documentation was also made available with respect to action taken on 
the remaining stale-dated checks. tolaling S12.230, however, evidence of final disposition 
has nor been made available. 

Based on the above. the Audir staff reduced the amount of unresolved 
smle-dated checks IO 512.230. 

Recommendation ft7 

The Audit staffrecommends that the Commission make a determination that the 
Primap Comminn is required IO make a pagmnea~ off12330 to the United States 
Treasury. 

Should phr Commission's analysis of the facts. interpretation of applicable law. 
and conclusions be different than that presented above. the mount due to the U.S. 
Trcasup would be changed or ehmmnatcd. 

ATTA 
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Shown below is a recap of mounts due the U.S. Treasury as &scused in 
this npoh 

S 54.578 

Expendims in Excess of the Overall Lhitntion 
(Finding 1JI.D.) 6366.2 17 

a Stslle Dated Checks (Finding 1II.F.) 

TOotai $7.033.025" 

~~ 

.) Should the Commission's analysis of the ficus mterpxution of applicable law, and cancluionr 
be different than that presented abovc. the mount due to the US. Trruury would be changed w 
clunmued. 
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CIinton/Garc '96 primary  omm mi nee, inc. Page I of 1 

DNC AND PRIMARY COMUI'ITEE A D S  HAWJG SAME AUDIO AND VIDEO 
C 0 " T  
[NOTE: NON-ITALIC IS VOICE-OVER] 

PI 1 REAL TICKET CG13-30 
D795 DOLUGMGRICH DNClU8-30 

THE OVAL OFFICE IF IT WERE BOB DOLE SIlll?4G HERE HE WOULD HAVE ALREADY 
CUT MEDICAR€ 270,000,000,000 DOLLARS TONC POUVIZRS Off THE HOOK NO 
TO THE BRADY BILL 60.000 CRlMINALS ALLOW& TO B W  HANDGUNS AND SLASHED 
EDUCATION PRESIDENT CLINTON STOOD FIRM AND DEFENDED OUR VALUES BUT 
NEXT YEAR IF NEWT GMGRlCH CONTROLS CONGRESS AND HIS PAR- BOB DOLE 
ENTERS THE OVAL OFFICE THERE WILL BE NOBODY THERE TO STOP THEM 

P12 NOBODY CG14-30 
D79Q THEM DNC1229-30 
THE OVAL OFFICE IF DOLE SITS HERE A M )  GMGRlCH RUNS CONGRESS WHAT 
COULD HAPPEN MEDICARE SLASHED WOMEN'S RIGHT TO CHOOSE GONE EUCATION 
SCHOOL DRUG PROGRAMS CUT ANT) A RISKY ~ ~ o . o ~ ~ , o o o , o ~ o  DOLLAR PLAN 
BALLOONS THE DEFICIT RAISES MEREST RAES HURTS mE ECONOMY PRESIDENT 
CLlhTON SAYS BALANCE THE 5uWjET CUT TAXES FOR FAMILIES COLLEGE TUITION 
STAKDS UP TO DOLE AND GMGRJCH BLT IF DOLE WMS AND GMGRlCH RUNS 
CONGRESS THERE WILL BE NOBODY THERE TO STOP THEM 

PI 5 BACK' CG09-30 
D794 SCHEME DNC17-17-30 

AMERICA'S ECONOMY IS COMING BACK 1 o . o ~ ~ , ~ o o  NEW JOBS WE MAKE MORE 
ALTOS THAK JAPAN HIGHER MINIMUM WAGE NOW BOB DOLE ENDANGERS IT ALL 
UITH A RISKY LAST MINUTE SCHEME THAT WOULD BALLOON THE DEFICIT HIGHER 
IhTEREST RATES HURT FAMILIES PRESIDEhT CLIh'TON'S PLAN TAX CUTS FOR 
FAMILIES COLLEGE TUlfDON TAX CREDITS HEALTH INSURANCE YOU DOdT LOSE 
CHANGMG IOBS WELFARE REFORM GRONTH PRESIDENT CLINTON MEFTIMG OUR 
CHALLENGES BOB DOLE GAMBLWG WITH OUR FURIRE 

I A h u y  Cornminee ad mritled GAMBLE is nearly identical IO BACK and SCHEME. the 
differences a: mire inlcral ma vlscead of hipher interat ram; barn the economy instead 
of hurt Lmi l ia .  
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DNC ADS - CLMTON'S POSITIONS VS DOLE'S POSITIONS 
WOE: DOLE SPEAKING TN ITALICS, NQN-XTALJC IS VOICE-OVER] 

D303 NO DNC550-30 
WESENTHIM THE F~RsTBAUNCED BUDG€TlNA GWERATIONMrD HE E T O D  Ip 
WE 'RE GOING TO VETO BL!, CLINTON TNE FACTS "E PR,E§ID€NT PROPOSES A 

BALANCED BUDGET PROl€CI"G MEDICARE EDUCATION 7HE ENVIRONMENT BU? DOLE 
IS VOTTNG NO THE PRESIDENT CUTS TAXES FOR 4o,ooo,o~ AhENCANS DOLE 
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WUFARE 
WHILE PROTECITNG KIDS DOLE SAYS NO TO THE CLMTON P U N S  rr'S TIME TO 
SAY YES TO THE CLMTON PLANS YES TO AMERICA'S FAMILIES 

D324 PROOF DNC580-30 
WE SUT HIM THE FIRTT BALANCED BUDGET Ih' A GWE'R4TlOh'AND HE VETOED IT 
WE'RE GOING TO VETO BILL CUKToh' THE FACTS THE PRESIDENT PROPOSES A 

BALANCED BUDGET PROTECTMG MEDICARE EDUCATION THE ENVIRONMENT BUT DOLE 
IS VOTING NO THE PRESIDENT CUTS T A S S  FOR 40,000,000 Ah4ERKANS DOLE 
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WELFARE 

SAY YES TO THE C L N O N  PLANS YES TO AMERICA'S FAMILIES 
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLANS IT'S n m  TO 

D346 FACTS DNC602-30 
W E  Sk3T HI.It THE FIST BAUh'CED BUDGETlh' A GEKERATIOh' AND HE VETOED IT 
l { ' f 'RE G0t .G  TO 1ETO BILL CUA70.V THE FACTS THE PRESIDENT PROPOSES A 

BALAKCED BUDGET PROTEtXNG MEDICARE EDUCATION ?HE ENVIRONMENT BUT DOLE 
IS VOTING NO 'ME PRESlDENTMS TAXES F O R  40,000,000 AMERICANS DOLE 
t'OTES KO THE PRESlDEb7 DEMANDS WORK FOR WELFARE 
WHILE PROTECTtNG KIDS DOLE SAYS NO TO THE CLlh70N PLAN ITS TIME TO 
SAY YES TO THE CLlhTOR' PLAN YES TO OUR FAMILIES AND OUR VALUES 

D767 ECONOMY DNC1200-30 
REMEMBER RECESSION JOBS LOST THE DOLE COP BILL W E S  TO DENY NEARLY 
1 . o o o . o ~  FAMILIES UNEMPLOYMENT BENEFITS HIGHER INTEREST RATES 
~ o . o o o . ~ o  UNEMPLOYED WITH A DOLE AMENDMENT REPUBLICANS TRY TO BLOCK 
MORE JOB TRAMMG TODAY WE MAKE MORE AUTOS M A N  JAPAN RECORD 
CONSTRUCTION JOBS MORTGAGE RATES DOWN ~0,000.000 NEW JOBS MORE WOMEN 
ONWED COMPANIES THAN EVER THE PBESIDENT'S PLAN EDUCATION JOB TRAMMG 
ECOSOMIC GROUIH FOR A BElTER FUTURE 
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D797 RISKY DNC123Q-30 
BOB DOLE A~TACKMG THE PRESIDENT BUT PRESIDENT CLNTON rn TAXES FOR 

VOTED TO RAISE PAYROLL TAXES SOCIAL S E ~  TAXES ME 9a INCOME TAX 
1 ~ . o o O . ~ o o  WORKMG FAPALIEj PROPOSES TAX CREDITIS FOR COLLEGE BOB DOLE 

INCREASE 9 ~ 0 , 0 ~ , 0 0 0 . 0 ~  W HIGHER TAXES PIlS RISKY TAX SCHEME TO 
PAY FOR IT EXPERTS SAY DOLE AND GINGRlCH WILL HAVE TO CVT MEDICARE 
EDUCATION E h ' V l R 0 " T  BOB DOLE RAISING TAXES TRTBYING TO 
RUNNNC FROM HIS RECORD 

-?CARE 

,.. _.. . .  . .  
i ~ ,  . .. .. . - .  ... . . .  
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12 DNC ADS - ClJ"TON'S POSITIONS VS "DOLE GrNGMCR' POSITIONS 
[NO=: NON-ITALIC IS VOICE-OVER) 

D212 TABLE DNC420-30 
THE GlMGWCH DOLE BUDGE7 PLAN DOCTORS CHARGING MORE " A N  MEDICARE 
ALLOWS HEADSTART SCHOOL ANTI DRUG HELP SLASHED CHILDREN DENIED 
ADEQUATE MEDICAL CARE TOXIC POUCTIERS LET OFF THE HOOK BUT PRESIDENT 
CLJNTON HAS PUT A BALANCED BUDGET PLAN ON THE TABLE PROT€Cl?NG 
MEDICARE MEDICAID EDUCATION ENV1RO"T THE PRESIDENT CUTS TAXES AND 

PROTECTS OUR VALUES BUT DOLE AND GINGRlCH Pun WALKED AWAY THAT'S 
WRONG THEY MUST AGREE TO BALANCE THE BUDGET WITHOUT HURTMG AMERICA'S 
FAMILIES 

D348 SUPPORTS DNC61!!-30 
THIS DOLE GMGRICH ASTACK AD HAS THE FACTS ALL WRONG PRESIDENT CLMTON 
SUPPORTS TAX CREDITS FOR FAMILIES WITH C H I L D W  BUT WHEN DOLE AND 
GMGRICH INSISTED ON RAISING TAXES ON WORKMG FAMlLlES HUGE CUTS lN 
hEDlCARE EDUCATION CUTS IN TOXIC CLEANUP CLINTON VETOED IT THE 
PRESIDEh7'S PLAN PRESERVE MEDICARE DEDUCT COLLEGE TupllON SAVE ANTI 
DRUG PROGRAMS BUT DOLE CINGRICH VOTE NO NO TO AMERICA'S FAMILIES THE 
PRESlDEhTS PLAN MEETING OUR CHALLENGES PROTECKNG OUR VALUES 

D379 PHOTO DNC641-30 
60.000 FELONS A N D  FUGITIVES TRIED TO BUY HANDGUNS BUTCOULDN'T BECAUSE 
PRESIDE\T CLlhTOti PASSED THE BRADY BILL FIVE DAY WAITS B A C K G R O W  
CHECKS BLT DOLE AND GMGRICH VOTED NO ~00.000 NEW POLICE BECAUSE 
PRESIDEST CLIhTOh' DELIVERED DOLE AND GMGRlCH VOTED NO WANTTO REPEAL 
IT STRESCTHEN SCHOOL ANTI DRUG PROGRAMS PRESIDENT CLJNTON DID IT DOLE 
AND CIh'GRICH NO AGAIN THEIR OLD WAYS DON'T WORK PRESIDENT CLMON'S 
PLANS THE NEW WAY MEETMG OUR CHALLENGES PROTECTMG OUR VALUES 

D404 BACKGROUND DNC680-30 
60.000 FELONS A N D  FUGITIVES TRIED TO BUY HANDGUNS BUT COULDN'T BECAUSE 
PRESIDEhT C L W O N  PASSED THE BRADY BILL BACKGROUND CHECKS DOLE AND 
CWGRICH VOTED NO AND NOW W A h T  TO REPEAL THE ASSAULT WEAPONS BAN 
1oo.ooo NEW POLICE PRESIDENT CLlhTON DELIVERED DOLE A N D  GMGRICH VOTED 
NO STRENGTHEK SCHOOL ANTI DRUG PROGRAMS PRESIDENT CLI'NTON DID IT 
REPUBLICANS PLAN TO CUT HELP TO SCHOOLS OLD WAYS DON? WORK PRESIDENT 
CLINTON'S PLANS THE NEW WAY MEETNG OUR CHALLENGES PROTECiTNG OUR 
VALUES 
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W(HIBTT #3 
Page 2 of 3 

D433 FIMSH DNC710-30 
HEADSTART §TUDm LOANS TOXEC CLEANUP EXTRA POLICE ANTI DRUG PROGRAMS 
DOLE GMGRICH W A m  THEM CUT NOW THEY'RE SAFE PRORCTED IN THE 96 
BUDGET BECAUSE THE PRESIDENT STOOD FIRM DOL€ GMGWCH DEADLOCK 

BUDGET REFORM WELFARE CVTTAXES PROTECT MEDICARE PRESDEFdT CLINTON 
SAYS GFT IT DONE MEET OUR CHALLENGES PROTECT OUR VALUES 

GFUDLOCK SHUT mwrds THE PRESIDEN~S  PI.^ ~ S H  THE JOB BALANCE THE 

D458 SAME DNC740-30 
AMERICA'S VALUES HEADSTART SNDENT LOANS TOXIC -Nup EXTkA POLlCE 
PROTECTED M THE BUDGET AGREEMENT THE PRESIDENT STOOD FIRM DOLE 
GINGRICH'S LATEST PLAN INCLUDES TAX HIKES ON WORKING FAMILIES UP TO 
18.000.000 CHILDEN FACE HEALTHCARE CUTS MEDICARE SLASHED 
167,000.000.000 THEN DOLE RESIGNS LEAVING BEHIND GRIDLOCK HE AND 

BUDGET REFORM WELFARE PROTECT OUR VALUES 
GINCRICH CREATED THE PRESIDENTS PLAN P o L m c s  MUST WAIT BALANCE WE 

D383 SIDE DNC770-30 
AMERICA'S VALUES THE PRESIDENT BANS DEADLY ASSAULT WEAPONS DOLE 
GlKGRlCH VOTE NO THE PRESIDENT PASSES FAMILY LEAVE DOLE GMGRlCH VOTE 
NO THE PRESlDEhT STANDS FIRM A BALANCED BUDGET PROTECTS MEDICARE 
DISABLED CHILDREN NO ACAM NOW DOLE RESIGNS LEAVES GRIDLOCK HE AND 
GISGRICH CREATED THE P R E S I D N S  PLAN BALANCE THE BUDGET PROTECT 
MEDICARE REFORM WELFARE DO OUR DUTY TO OUR PARENTS OUR CHILDREN 
AMERICA'S VALVES 

D557 DEFEND DNC950-30 - 
PROTECTING FAhllLIES FOR MILLIONS OF WOWING FAMILIES PRESIDENT CLMTON 
CLT TAXES THE DOLE GlNGRlCH BUDGET TRIED TO RAISE TAWS ON 8.000.000 
THE DOLE GINGRICH BUDGET WOULD HAVE SLASHED MEDICARE 270.000.000.000 
CLT COLLEGE SCHOLARSHIPS THE PRESIDEKT DEFENDED OUR VALUES F WTECTED 
hlEDICARE A N D  NOW A TAX CUT OF 1.500 DOLLARS A YEAR FOR THE FIRST TWO 
YEARS OF COLLEGE MOST COMMUNITY COLLEGES FREE HELP ADULTS GO 8ACK TO 
SCHOOL THE PRESlDENT% PLAN PROTECTS OUR VALUES 
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D627 ANOTHER DNC1001-30 
ANOTHER NEGATIVE REPUBLICAN AD WRONG PRESIDENT CLINTON INCREASED 
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF 
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED 
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS "ME DOLE 
GMGRlCH BUDGET TRIED TO REPEAL 100.000 NEW POLICE DOLE GRdGRlCH TRIED 
TO SLASH SCHOOL ANTI DRUG PROGUMS ONLY PRESIDENT CLM'ON'S PLAN 
PROTECTS OUR JOBS OUR VALUES 

D592 VALUES DNC1040-30 
AMERICAN VALUES DO OUR DUTY TO OUR PARENTS PRESIDENT CLINTON PROTECTS 
MEDICARE M E  DOLE GMGRlCH BUDGET TRIED TO CUT MEDICARE 
270.000.000.000 PROTECT FAMILIES PRESIDENT CLINTON CUT TAXES FOR 
MILLIONS OF WORKMG FAMILIES THE DOLE CMGRlCH BUDGET TRIED TO RAISE 
TAXES ON 8,000.000 OF THEM OPPORTUNITY PRESlDENt CLINTON PROPOSES TAX 
BREAKS FOR TUITION THE DOLE GMCRICH BUDGET TRIED TO SLASH COLLEGE 
SCHOLARSHIPS ONLY PRESIDENT CLlhTON'S PLAN MEETS OUR CHALLENGES 
PROTECTS OUR VALUES 

D697 m'CREASED DNCl120-30 
ANOTHER NEGATIVE REPUBLICAN A D  MlSLEADINC PRESIDENT CLMTON INCREASED 
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF 
DEPORTATIOKS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED 
PROTECTISC US WOfKERS FROM REPLACEMEh7 BY FOREIGN WORKERS THE DOLE 
ClNCRlCH BUDGET TRIED TO REPEAL 100,000 N E U  POLICE DOLE GINGRlCH TRlED 
TO SLASH SCHOOL Ah71 DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN 
PROTECTS OUR JOBS OUR VALUES 

D752 ENOUGH DNCl160-30 
ANOMER NEGA'hlVE REPUBLICAN AD MISLEADMG PRE§ID&N7 CLlMON INCREASED 
BORDER PATROLS 40 P E R C N  TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF 
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED 
PROTECTING US WORKERS FROM R E P L A C E M N  BY FOREIGN WORKERS THE DOLE 
GMGRICH BUDGET TRIED TO REPEAL 100.000 NEW POLICE DOLE GMGRlCH TRIED 
TO SLASH SCHOOL Ab71 DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN 
PROTECTS OUR JOBS OUR VALUES 
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I3 DNC A D S  - CLINTON'S POSITIONS VS '' THE RJXJBL!CANS' " POSITIONS 
W O E :  NON-ITALIC IS VOICE-OVEF& BOLD TYPE IS GMGRICH S P E m G ]  

D1 PROTECT DNC10-30 
MEDICARE LIFELINE FOR OUR ELDERLY THERE I§ A WAY TO PROTECT MEDICARE 
BENEFITS AND BALANCE THE BUDGET PRESIDENT CLINTON WHO CUT GOVERNMENT 
WASTE REDUCED EXCESS SPENDING SLOWED MEDICAL lNFLATlON THE REPUBLICANS 
DISAGREE THEY WANT TO CUT MEDICARE 270 BILLION BXIUARS CHARGmG 
E L D W Y  600 MORE A YEAR FOR MEDICAL CARE 1700 MORE FOR HOME CARE 
PROTECT MEDICARE BENEFITS OR CUT THEM A DECISION THAT TOUCHES US ALL 

D10 MORAL DNCll-30 
AS AMERICANS THERE ARE SOME THINGS WE DOM SIMPLY AND SOLELY BECAUSE 
THEY'RE MORAL RlGM AND CIOOD TRMTMG OUR ELDERLY WITH DIG" IS ONE 
OF THESE THMGS WE CREATED MEDICARE NOT BECAUSE IT WAS CHEAP OR EASY 
BUT BECAUSE IT WAS W E  RIGHT THING TO DO THE REPUBLICANS ARE WRONG TO 
W A h T  TO CUT MEDICARE BENEFITS A N D  PRESIDENT CLINTON IS RIGHT TO 
PROTECT MEDICARE RIGHTTO DEFEND OUR DECISION AS A NATION TO DO W A F S  
MORAL GOOD AND RIGKT BY OUR ELDERLY 

D19 EMMA DNC54-30 
PRESERVING MEDICARE FOR THE NEXT GENERATION THE RIGHT CHOICE BUT 
UHAT'S THE RIGHT WAY REPUBLICANS SAY DOUBLE PREMIUMS DEDUCnBLES NO 
COVERAGE IF YOU'RE UNDER SIX.-SEVEN 270 BILLION IN CUTS BUT LESS THAN 
HALF THE MONEY REACHES THE MEDICARI TRUST FUND W A f  S WRONG WE CAN 
SECURE h1EDICARE WITHOUT THESE NEW COSTS ON THE ELDERLY THAT'S THE 
PRESIDE%T% PLAN CUT WASTE COhTROL COSTS SAVE MEDICARE BALANCE THE 
BUDGET THE RIGHT CHOICE FOR OUR FAMILIES 

D38 SAND DNC120-30 
THERE ARE BELIEFS AND VALUES THAT TIE AMERICANS TOGETHER IN WASHINGTON 
THESE VALU€S GET LOST M THE TUG OF WAR BUT WHAT'S RIGHT MATERS WORK 
tiOT WELFARE IS RIGHT PUBLIC EDUC.4TIOti IS RIGHT MEDICARE IS RIGHT A TAX 
CUT FOR WORKING FAMlLlES IS RIGHT THESE VALUES ARE BEHMD THE 
PRESlDEhrS BALANCED BUDGET PLAN VALUES REPUBLICANS IGNORE CONGRESS 
SHOULD JOlh' THE PRESIDEM AND BACK THESE VALUES SO INSTEAD OF A TUG OF 
UAR WE COME TOGE7WER AND DO WHAT% RIGHT FOR OUR FAMILIES 
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D581 F 

WPD OF rr IN ROUND OWE ~~~~~~~ WB: 

REPUBLICANS RJ CONGRESS W A W T H E  ~ ~ S I D ~  TO CUT A DEAL AND JUST LET 
NLEDlCARE WITHER ON TIiE V M  NO DEAL THE PRESIDENT WILL VETTO ANY BILL 
THAT CUTS MEDICARE BENEFM EDUCATION OR HARMS ME E N V l R O " T  THE 
PRESIDENT BELIEVES WE MUST DO OUR DUTY BY OUR PARENls AND PROVIDE OUR 
CHILDRM W147;1 OPPORTUNITY 

'PEN DNC200-30 
THE TRUTH ON bEDICAKE NOW WE DONET GET RlD OF Tr IN ROUND ONE B E ~ A U ~ ~  
WE DON'T ~H~~~ THAT THAT'S WLITI 
RIGHT WAY TO GO THROUGH A W N S  
WITHER Oti THE WPIE ~~~~~ WITHER ON THE V I p n  BUT PRESIDEM CLINTON 
WILL VETO ANY BILL M A T  CvrS bEDICARE BENEFITS ~ ~ ~ C A ~ O N  OR THE 
ENVIRONMEKT NOW ~ P ~ L I C A N S  THREATEN TO CLOSE THE GOVE 
W E  PRESSDRcT WON'T CUT MEDICAWE A N U  EDUCATSON NO DEAL THE PRESIDENT 

LLV ~ ~ A ~ T  WIE DON' 
ON BUT WE BELIEVE: 

AT'S +WE 
TO 

DOWNIF 

WILL DO RGHT BY om ELDERLY AND am CHILDREN WREAT DR NO THREAT 

DI'U PKSIDEhTS DNC26J-3C 
THE causiiamo..i B M S I D E ~  HAVE USED THE POWER IT GIVES THEM TO 
PROTECT OUR VALUES ?MAT% WHY W E  42ND PRESSDENT 15 SYANDMG FKRM FOR 
HIS BALANCED BUDGET PLAN THE PRESlD€..hn'S BALANCED BUDGET PROTECTS O W  
ELDERLY FEPUBLICANS Ipi CONGRESS CUT MEDICARE 270 BILLION DOLLARS THE 
PESIDEhT% BALANCED BUDGET SECURES OPPORTVNITY FOR OUR CHILDREN 
REPUBLICANS CUT EDUCATION 30 BILLlOh: T H A f  S WHY THE PRESIDENT IS 
VETOllr;G M E  REPUBLICAN BUDGET !TAA'DING UP FOR WE THE PEOPLE 

BB9 FIRM DNC270-30 
THE CONPnTUTl0N PRESIDEhTS HAVE USED THE POWER lT GIVES THEM TO 
PROTECT OUR VALUES W A f  5 uM9' THE 42NO P IDENT IS STANDING FIRM FOR 
HIS BALANCED BUDGET PLAN 
ELDERLY REPUBLICANS M CONGRESS CUT MEDICARE 270 BILLION DOLLARS THE 
PRLSIDEhyS BALANCED BUDGET S E C U W  0PPORNNlt"Y FOR OUR CHILDREN 
REPUBLICANS CUT EDUSAT7ON 30 BILLION THAT'S WHY THE PRESIDEKT IS 
VFTOWG M E  REPUBLICAN BUBGET 5TAPIC)SNG Up FOR WE THE PEOPLE 

FRESIDEM"S BALANCED BUDGE? PROTECTS OUR 
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D141 PEOPLE DNC300-30 
B U L E  IS W I N G  FINE BUT MEDICARE COULD BE CUT UlCHOUS 1s GOmG TO 
COLLEGE BUT HIS SCHOLARSHIP COULD BE GONE THE STAKES M THE BUDGET 
DEBATE JOSHUA'S DOIF16 WELL Bm WELP FOR HIS DlSABlLKY COULD BE CUT 
PRESIDENT CLMTON STANDING FIRM TO PROTECT PEOPLE MATMEW BOUGHT A 

HOUSE BUT WILL THE WATER BE SAFE TO DRINK MIKE HAS A JOB BUT NEW TAXES 
JN THE REPUBLICAN BUDGET COULD SFT HIM BACK PRESIDENT CLINTON SAYS 
BALANCE THE BUDGET BUT PROTECT OUR FAMILIES 

D163 CHILDREN DNC330-30 
AMERICA'S CHILDREN 7.000.000 PUSHED TOWARD POVERTY BY HIGHER TAXES ON 
WORKING FAMlLlES 4,000,000 CHILDREN GET SUB STANDARD HEALTH CARE 
EDUCATION CUT 30,000.000.000 DOLLARS ENVIRONMENTAL P R O E C n O N  C U R E D  
THAT% THE SAD TRUTH BEHIND THE REPUBLICAN BUDGI3 PLAN THE PRESIDENT'S 
SEVEN YEAR BALANCED BUDGET PROTECTS MEDICARE EDUCATION AND GIVES 
WORKING FAMILIES WITH CHILDREF; A TAX BREAK P S  OUR DUTY TO AMERICA'S 
CHILDREN AND THE PRESIDENT'S PLAN WILL MEET IT 

D185 SLASH DNC390-30 
AMERICA'S CHILDREN MILLIONS PUSHED TOWARD POVERTY BY HIGHER TAXES OVER A 
h i u i o x  GET SUB STAKDARD HEALTH CARE EDUCATION CUT 30.000.000,000 
BILLIOS ENVIRONMEhTAL PROTECTION G U T E D  DRASTIC REPUBLICAN BUDGET CLT5 
BCT THE PRESIDEhTS PLAN PROTECTS MEDICARE MEDICAID EDUCATION 
E~VIROSMEST AND EVEN REPUBLICAN LEADERS AGREE IT BALANCES THE BUDGET 
IS SEVEN YEARS CONGRESS SHOULD NOT SLASH MEDICARE AND MEDICAID IT 
SHOULD BALANCE THE BUDGET AND DO OUR DUTY TO OUR CHILDREN 

D429 HELP DNC705-30 
FAMILY MEDICAL LEAVE SO MOTHERS CAN CARE FOR THEIR BABIES PRESIDENT 
CLhTON COT IT PASSED REPUBLICAKS OPPOSED IT MORE HELP FOR SMALL 
CLASSES TEACHMC READING AND M A T H  PRESIDEh7 CLINTON COT lT PASSU) 
REPUBLICANS WANT TO CUT HELP TO SCHOOLS LOW COST VACCINE TO IMMUNIZE 
CHJLDREK AGAINST DJSEASE PRESIDEhT CLI'NTON PASSED IT REPUBLICANS 
OPPOSE IT THE REPUBLICANS WILL W Ahm!NNc ANWiMG TO STOP PRESIDENT 
CLlhTOS'S PLAN PRESIDENT CLlhTOS'S PLAN MEETING OUR CHALLENGES 
PROTECPTNG OllR VALUES 
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-BIT #4 
Page 4 of 4 

D299 STOP DNC540-30 
ACCESS TO HEALTH M S W N C E  FOR ALL PRESIDENT CLINTON'S PLAN CWlLD 
SUPPORT COLLECnON FOR MOTHERS AND YHEIR 'CHILDREN EDUCATION JOB 
TRAINING MORE POLICE WHAT PRESIDENT CLINTON AND T?E DEMOCRATS WANT FOR 
AMERICA REPUBLICANS WILL STOP AT NOTHMG 4'0 STOP PRESIDENT CLMTON 
REPUBLICANS CUT SCHOOL LUNCHES CUT HEADSTART CHILD HEALTHCARE 
REPUBLICANS WILL STOP AT NOTHING TO STOP PRESIDENT CLINTON STAND FIW 
CHILDREN ARE C O I J " G  ON YOU 
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4 DNC A D S  - DREAMS, VICTlMS, CHALLENGE, WELFARE 
DJOTE: NON-ITALIC ]IS VOICE-OVER, UNDERSCORED IS CLINTON SPEAKING] 

a508 DREAMS DNCS30-30 
I WANT TO BE AN ARCHEOLOGIST COLLEGE PROFESSOR PALEONTOLOGIST THE 
PRESIDMT SAYS GIVE EVERY CHILD THE CHANCE FOR COLLEGE WITH A TAX CUT 
OF 1,500 DOLLARS A YEAR FOR TWO YEARS M A m G  MOST COMMUNITY COLLEGES 
FREE ALL COLLEGES MORE AFFORDABLE I WANT TO BE AN OCMNOGUPHER 
PRESCHOOL TEACHER AND FOR ADULTS A CHANCE TO LEARN FIND A B E T n R  JOB 
THE P R E S l D m S  N m O N  TAX CUT PLAN I'M CORJG TO FIND A CURE FOR 
CANCER BECAUSE YOU'RE NEVER TOO OLD TO L,EAW OR TOO YOUNG TO DREAM 

D276 VICTIMS DNCS00-30 
EVERY YEAR M AMERICA 1 .ooo.ooo WOMEN A f E  VlCnMS OF DOMESTIC ABU§E IT 
IS A VIOLATION OF OUR NATION'S VALUES IT'S PAINFUL TO S E  P S  TlME TO 
CONFRONT IT THE PRESIDENT% PLAN INCREASE CHILD SUPPORT ENFORCEMENT 
WORK NOT WELFARE TO ENCOURAGE STRONGER FAMILIES IMPROVE AND ENFORCE 
DOMESTIC VIOLENCE LAWS 1 .ooo,ooo WOMEN A TEST OF OUR NATIONAL 
CHARACER A CHALLENGE WE WlLL MEET 

D24 1 CHALLENGE DNC450-30 
AMERICA WAS BUILT ON CHALLENGE§ NOT PROMISES AND WHEN WE WORK TOGETHER 
TO StEET THEhI WE NEVER FAIL R; M I S  PLACE OUR RESPONSIBILITY BEGMS 
WITH BALANCWG THE BUDGET Ih' A WAY T H M  IS FAIR TO ALL AMERlCANS TO 
PRESER\'E THE BASIC PROTECTIONS OF MEDICARE AND MEDICAID I AM READY TO 
hIEET TOMORROW AND GIVE THE AMERICAN PEOPLE THEIR BALANCED BUDGET A TAX 
< P NOW - 

- AriD hfrU;E PERhlANEKT DEFICITS YESTERDAY'$ LEGACY 

D253 WELFARE DNC470-30 
FAMILIES DESTROYED CHILDREN'S DREAMS LOST THE LEGACY OF OUR PRESENT 
WELFARE SYSfEM THE PRESIDENT% PLAN INCREASE CHILD SUPPORT ENFORCEMENT 
REDUCE TEEN PREGNANCY WORK REQUIREMEIbTS FOR WELFARE RECIPIENTS STRICT 
TIME LIMITS ON WELFARE BENEFITS TEACH VALUES IN OUR SCHOOLS NO WORK NO 
WELFARE RESCUE CHILDREN FROM THE DESTRUCTIVE WELFARE SYSTEM WE CAN 
MAKE REAL WELFARE REFORM A REALITY Ih' THE LIVES OF THE AMERICAN PEQPLE 
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A d t  R m r t  on EXHIBIT #6 
Page 1 of 1 

RNC AD DS06O "MORE" 

DID YOU KNOW T " R E  OVER 5 MILLION ILLEGAL IMMIGUNTS IN THE U.S. AND 
THAT YOU SPEND 5 % BILLlON DOLLAR§ A YEAR TO SLmiiORT THEM W7TH WELFARE 
FOOD STAMPS AND OTHER SERVICES UNDER PRESIDENT CLINTON SPENDING ON 
ILLEGALS HAS GONE UP WHLLE WAGES FOR THE TlplCAL AMERICAN WORKER H A W  
GONE DOWN AND W" EFFORTS WERE MADE TO STOP GIVING BENEFITS TO ILLEGAL 
lMMIGRANTS BILL CLMTON OPPBSED THEM TELL PRfSDEh7 CLZNTOA' TO STOP GIVWG 
BENEFITS TO ILLEGALS AND END WASTEFUL WASHINGTON SPENDDJG 

.. .. 

.. . -. 
. .  ... . .  . .  .. .. . .. . 
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I. 

In addition to a review of the committee’s expenditures to determine the qualified 
and nonquatified campaign expenses incurred by the campaign, the audit covered the 
following general categories: 

1. The receipt of contributions or loans in excess of the statutory 
liimibations (see Finding EA.); 

2. the receipt of contributions &om prohibited mums, such bls those 
froom corporations or labor organizations; 

3. proper disclosure of contributions fiom individuals, political 
committees and other entities, to include the itemization of 
contributions when required, as well as the completeness and accuracy 
of the information disclosed; 

4. proper disclosure of disbursements including the itemization of 
disbursements when required, as well as, the completeness and 
accuracy of the information disclosed, 

5. proper disclosure of campaign debts and obligations; 

6. the accuracy of totai reported receipb, disbursements and cash 
balances as compared to campaign bank records, 

7. adequate recordkeeping for cmpaign ban~aetions; 

8. accuracy ofthe Statement of Net Outstanding Campaign Obligations 
filed by the CliitodGore ‘96 Primary Cornittee, Inc. (the Phw 
Committee) to d i ~ ~ l ~ ~ e  its fiimcial condition and to establish 
continuing matching fi.ind entitlement (see Finding 1II.E.); 

c 
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9. the Primary Committee's compliance with spending limitations (see 
Finding II1.D.); and 

10. other audit procedures that were deemed necessary in the situation. 

As part of the Commission's standard audit process, an inventory of eamgaign 
records is normally conducted prior to the audit fieldwork. This hvenrory is conducted 
to determine if the auditee's records are materially complete and in an auditable state. 

The inventory began on January 6,1997. Due to she unavailability of records, the 
Audit staff suspended fieldwork on January 22, 1997. Prior to leaving, an itemized list of 
records needed was provided to the Primary Committee. These records, consisting of: 
bank statements and enclosures for three campaign depositories; check registers for 
certain o p t i n g  and payroll accounts; records relative to in-kind contributions, 
campaign travel, campaign materials, Primary Conamittee credit cards, media placements, 
public opinion polls, fundraising, event and allocation codes; workpapers detailing FEC 
report preparation and components for the Statement of Net Outstanding Campaign 
Obligations; copies of dl Primary Committee contnxts/agmments; copies of IRS form 
940 and 941; a listing of key personnel, includimg psitions and responsibilities; and, 
Computerized Magnetic Media for disbursements were initially requested in writing 
during the period January 7,199'7 through January 22,1997. 

, 

In a letter dated January 29,1997, the Primary Committee was notified that the 
records were to be made available on or before February 21,1997; With respect to records 
not made available, the Commission would issue subpoenas for production of the records 
not only to the Primary Committee, but alsz ta vendors, banks or any other persons in 
possession of relevant materials. In addition, the Audit staff identified records that, at a 
minimum, had to be made available before fieldwork could resume. 

In addition, on January 8,1997, the Audit staff was inshructed that all requests for 
vendor files would be directed to a designated staff pmn and that such requests would 
be limited to documentstion associated with a block of no more than 500 checks (e.g., 
check numbers lo00 - 1499). The Audit staffmet with Primary Committee 
representatives on January 15,1997 in an attempt to reach a workable solution as to 
access. A solution was not reached and Primary Committee counsel was notified that we 
were p r e p d  to recornend subpoenas for all vendor files in the event that a reasonable 
solution could not be worked out. On February 19, 1997, Audit Division representatives 
met with Primary Co&tke counsel to discuss resuming fieldwork and access to vendor 
files. A workable solution as to access was reached. 

Audit fieldwork resumed on February 24,1997. However, the Primary 
Committee continued to delay production of records. The Audit staff was infomed that 
attorneys hsd to review all records prior to them beiig made available to the Audit staff. 
In certain instances, the Primary Committee refitsed to make records available and in 
other instances, were not initially accurate a$ to the existence andor availability of certain 
records requested. For example, the Primary Committee refused to make available bank 
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records pertaining to the bank account maintained by the media vendors who placed and 
paid for media buys on behalf of the Primary Committee (see Finding 1II.A.). With 
respect to certain electronic spreadsheets for fbdraising and/or legal and accounting 
allocations, as well as other computerized records, Primary Committee represeIltatives 
stated on nmerous occasions that such records could not or wvuld not be made available 
in a computerized format. When continuing to inquire why these records could not be 
made available in a computerhd format, the Audit staff was infomed by the Primary 
Committee’s accountant that the Primary Committee’s Chief Counsel, had said that 
computerized records were not to be made available to the Audit staff. The Audit staff  
made repeated attempts to meet with Counsel, however, no such meeting was ever 
scheduled. Near the end of fieldwork, in 1998, cereain elecrriiaic spreadsheet records 
were eventually provided. 

As a result, during the period May 28,1997 through February 3,1998, the Audit 
staffrequested the Office of General Counsel to prepare subpoenas for the production of 
records. The Commission issued 22 subpoenas to either the Primary Committee or 
respective vendors in order to obtain records generally made available to the Audit staff 
at the begiPming of fieldwork.’ 

It is the opinion of the Audit staffrhat the delays in production of records by the 
Primary Committee resulted in wasting numerous staff hours which directly delayed the 
completion of the audit fieldwork a minimum of four months. 

Accordingly, the scope of work performed was limited due to delays encountered 
in obtaining records necessary to perform the audit. Certain findings in the Memorandum 
will be supplemented with idormation obtained by sources other than the Primary 
Committee, and be presented in the audit report considered by the Commission at a later 
date. 

Unless specifically discussed below, no material non-compliance was detected. It 
should be noted that the Commission may pursue M e r  any ofthe matters discussed in 
this memorandum in an enforcement action. 

Records concerning payments made by the Primary Committee’s media vendors on behalf of the 
Democratic National Commit& m not in this category. 

I 
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A. 

Section 441Na) of Title 2 of the United States Code slates, in part, that it 
is unlawfid for any corporation to make a contribution in connection with any election for 
Federal office. 

Section 116.3(a) of Title 11 of the Code of Federal Regulations states that 
a commercial vendor that is not a corporation may extend credit to a candidate, a political 
committee or mother person on behalf of a candidate or political committee. An 
extension of credit will not be considered a contribution to the candidate or political 
committee provided that the credit is extended in the ordinary course of the commercial 
vendor’s business and the terms ae subStaatislly similar to extensions of credit to 
nonpolitical debtors that are of similar risk and size ofobligation. Section 116.3(b) of 
Title 1 1 of the Code of Federal Regulations states that a corporation in its capacity BS 
commerciai vendor may extend to a candidate, a political committee or another person on 
behalf of a candidate or political committee provided that the credit extended in the 
ordinary course of the corporation’s business and the tenns an substantially similar to 
extensions of credit to nonpolitical debtors that ~n of similar risk and size of obligation. 

Section 116.3(c) of Title 1 1 of the Code of Federal Regulations states that 
in determining whether credit was extended in the o r d i i  course of business, the 
Commission will consider. (1) whether the commercial vendor followed its established 
procedures aud its past practice in approving the extension of credit; (2) whether ehe 
commercial vendor received prompt payment in full if it previously extended credit to the 
same candidate or political committee; and (3) whether the extension of credit confomed 
to the usual and n o d  practice in the camercid vendor’s trade or industry. 

During our review of selected Primary Committee disbursements, the 
Audit staff noted that on October 28,1996, the Primary Committee made three payments 
to the polling firm of Penn + Schoen Associates, Inc. (Pem + Schoen) which included 
reimbursements for travel expenses, totaling $74,970, incurred by Ma& Penn, Douglas 
Schoen and Jill Kaufman bet we^ May 4,1995 and June 3 4  1996. The invoices were 
dated October 28,1996, and were also stamped by the Primary Committee as being 
received on October 28,1996. 

J cD * s ~ s  

The Pnmary Committee paid approximately $1.8 million (16 payments) to 
Penn + Schoen, the Primary Committee’s main polling firm, during the period covered by 
this audit. It appears that other payments to this vendor were d e  in a timely manner. 
The Audit staffwas unable to determine if Penn + Schoen followed iaS established 
procedures and its past practices relative to this extension of credit nor were we able to 
determine whether the extension of credit confomed to the usual and n o d  practice in 
the vendor’s industry. The reimbursement policy in Penn + Schoen’s consulting 
agreement makes no mention as to time h e s  for the billing and payment of travel 



expenses. According to a Dun + Bradstreet Public Record Search, Perm, Schoen -+ 
Beriand Associates, Inc. (former name: Penn + Schoen Associates, Inc.), was 
incorporated in the state of New York on October 30,1984 and was still active as of 
January 17,1998. 

The Primary committee provided documentation in the form of an 
affidavit h m  Rick Joseph who is the Controller at Pem + Schoen. He is responsible for 
preparing and sending invoices to clients for services rendered and expenses incurred. 
Mr. Joseph states the Controller position was vacant for approximately four months prior 
to his employment (September 3,1996) and that due to inadequate stafhg, during this 
vacancy, Penn + Schoen did not regularly bill its clients for invoices that required 
research or back-up documentation. Mr Joseph states further that soon after his 
employment, he discovered that invoices for travel expenses incurred between May, 1995 
and June, 1996, on behalf of ClintodGore '96 Primary Committee, Inc. had either not 
been invoiced to the Primary Committee or were invoiced, but lacked the correct back-up 
documentation. The Controller continues by stating that while the positio:: af Contmller 
was vacant an accounting assistant forwarded ten invoices to the Primary Committee 
totaling $4533 1, for travel dating back to May, 1995, however, Perm + Schoen was 
notified by the Primary Committee that these invoices did not contain all the necessary 
back-up documentation. During August - September, 19966, as requested by the Primary 
Committee, Penn + Schoen continued to provide additional documentation to support its 
reimbursement requests. The Controller states that he rebilled the Primary Committee on 
October 28, 1996 for $37,548 to comply with the Primary Committee's travel 
reimbursement policies. Penn + Schoen was reimbursed for this amount on October 28, 
1996. Mr. Joseph states that he sent an invoice on October 4, 1996 to the Prhslry 
Committee for the amounts of $32,037 and $16,605 with back-up receipts for Mark 
P~M's  and Douglas Schoen's travel dating back to January 1,1996. These invoices were 
revised on October 28, 1996 to comply with the Primary Committee's travel 
reimbursement policies. The Primary Committee reimbursed Penn + Schoen for the 
amounts of $30,262 and $14,830 on October 28,1996. 

Neither Mr. Joseph nor Penn + Schoen provided an explanation as to why 
the Primary Committee was not billed for travel expenses incurred May, 1995 through 
April, 1996. The period of time preceded the four month period that the Controller 
position was vacant. Further, Penn + Schoen did not include documentation of other 
clients who were not billed on a regular basis. 

The Audit staff recommends that, within 60 calendar days of service of this 
memorandum, the Primary Committee provide additional documentation or any other 
comments to demonstrate that the credit extended ($74.970 in travel expenses incurred) 
by thc above vendor was in the normal course of its business, including statements from 
the vendor and did not represent a prohibited contribution. The information provided 
should include examples of other customers or clients of similar size and risk for which 
similar services have been provided and similar billing arrangements have been used. 
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Also, information concerning billing policies for similar clients and work, advance 
payment policies, debt collection policies, and billing cycles should be included. 

m. 
A. 

Section 481a (a)(2)(A) of Title 2 of the United States Code states in part 
that no multicandidate political committee shall make contributions to any candidate and 
his authorized political committees with respect to my election to Federal office which, 
in the aggregate, exceed $5,000. Section 441a (a)(7)@) states h t  expenditures made by 
any person in cooperation, consultation, or concept with, or at the request or suggestion 
of, a candidate, his authorized political committees, or their agents, shall be considered to 
be a contribution to such candidate. The section then states that the financing by any 
person of the dissemination, distribution, or republication, in whole or in part, of any 
broadcast or any written, graphic, or other form of campaign materials prepared by the 
candidate, his campaign committees, or their authorized agents shall be considered to be 
an expenditure. The purpose, content and timing of any speech-related expenditure 
distinguish coordinated activity that gives rise to a contribution h m  other interaction. 
Express advocacy or an electioneering message is not required for expenditures 
coordinated with candidates and their campaigns to be considered contributions. 

Section 441a(d) of Title 2 of the United States Code provides that the 
national committee of a political party may make a limited amount of “coordinated party 
expenditures” in connection with the general election campaign of its Presidential 
candidate that are not subject to, and do not count toward, the contribution and 
expenditure limitations at 2 U.S.C. §§441a(a) and (b) including the expenditure limitation 
for publicly-funded candidates. See also 11 CFR $1 10.7(a)(6). A coordinated party 
expenditure in excess of the 2 U.S.C. §441a(d)(2) limitations would be subject to the 
contribution limitations. 

In determining whether specific communications paid for by parties were 
coordinated expendims subject to the 2 U.S.C. §441a(d) limitations, the Commission 
has considered whether the communication refers to a “clearly identified candidate” and 
contains an “electioneering message” in Advisory Opinions (“AQ”) 1984-1 5 and 1985- 
14. Section 431(18) of Title 2 of the United States Code defines the term “clearly 
identified“ to mean that the name of the person involved appears, a photograph or 
dxawing of the candidate appears; or the identity of the candidate is apparent by 
unambiguous reference. In A 0  1984-15, the Commission stated that the definition of 
“electioneering message” includes statements designed to urge ?he public to elect a 
certain candidate or party, or which would tend to diminish public support for one 
candidate a d  gamer support for another candidate. Citing A 0  1984- 15, the Commission 
also stated in A 0  1985-14 that “expenditures pursuant to 2 U.S.C. §$rlla(d) may be made 
without consultation or coordination with any candidate and may be made before the 
party’s general election candidates are nominated.” 
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Section 100.7(a) of Title 1 1 of the Code of Federal Regulations states, in 
part, that a contribution includes a gift subscription, loan, advance, or deposit of money 
or anything of value for the purpose of influencing a Federal election. Anything of vdue 
includes all contributions in-kind. 

Section lOO.S(a)(l) of Title 11 of the Code of Federal Regulations defines 
an expenditure to include any purchase, payment, dis@ibucion, loan, advance, deposit, gift 
of money or anything of value, made by any person for the purpose of influencing any 
election for federal office. Section lQQ.8(a)(l)(iv)(A) of Title 11 of the Code of Federal 
Regulations states “anything of value” includes in-kind contributions. Section 
104.13(a)(l) and (2) of Title 1 1 of the Code of Federal Regulations req&s that each in- 
kind contribution be reported as both a contribution and M expenditure. 

Section 441a(f) of Title 2 of the United States Code prohibits candidates 
or political committees from knowingly accepting any contribution that violates the 
contribution limitations. 

Section 9032.9 of Title 1 1 of the Code of Federal Regulations defines a 
qualified campaign expense as a purchase, payment, distribution, loan, advance, deposit, 
or gift of money or anything of value that is: 

0 incurred by or on behalf of a candidate or his or her authorized committee 
from the date the individual becomes a candidate- through the last day of the 
candidate’s eligibility; 

e made in C O M ~ C ~ ~ Q ~  with his or her campaign for nomination; and, 

neithex the incurrence nor payment of which constitutes a violation of any law 
of the United States or of any law of any State in which the expense is 
incurred or paid. 

An expenditure is made on behalf of a candidate, including a Vice 
Presidential candidate, if it is made by: 

0 an authorized committee or any other agent of the candidate for the purpose of 
making an expenditure; 

e any person authorized or requested by the candidate, an authorized committee 
of the candidate, or an agent of the candidate to make the expenditure; or 

0 a committee which has been requested by the candidate, by an authorized 
committee of the candidate, or by an agent of the candidate to make the 
expendim, even though such committee is not authorized in writing. 

Section 9034.4(e) of Title I1 oftlie Code of Federal Regulations provides 
the following rules that apply to candidates who receive public hnding in both the 

c 
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primary and general election. Any expenditure for goods or services that are used 
exclusively for the primary election campaign are amibuted to the primrargr committee’s 
expenditure limits; any expenditure for goods or services that are used exclusively for the 
general election campaign are a ~ b u t e d  to the general election limits. The costs of a 
campaign mmdcation that does not include a solicitation are anributed based on the 
date on which the cormnunication is broadcast, published or mailed. Media production 
costs for media communications that are broadcast or published both before and after the 
date of the candidate’s nomination are attributed 50% to the primary election limits and 
50% to the general election limits. Distribution costs, including such costs as air time 
and advertising space in newspapers, shall be paid for 100% by the primary or general 
election campaign depending on when the communication is broadcast or distributed. 
The relevant date for determining whether an expense is for the primary or general 
election is the candidate’s date of nomination. 

Section 9035.1(a)(l) of Title 11 ofthe Code of Federal Regulations, states, 
in part, that no candidate or his authorized committees shall knowingly incur 
expenditures in connection with the candidate’s campaign for nomination that in the 
aggregate exceed $10,000,000 as adjusted under 2 U.S.C. §44la(c). 

Section #la@) and (c) of Title 2 of the United S?ates Code d e s  
publicly-funded candidates subject to expenditure limitations. Section 9033@)( 1) of Title 
26 of the United States Code requires that, ti, ‘be eligible to receive public financing in the 
primary election, a candidate must certify to the Commission that, inter olio, he or she 
and his or her authorized cornmittees will not incm qualified campaign expenses in 
excess of the expenditure limitation. Section 441a(f) of Title 2 of the United States Code 
prohibits candidates or political committees from knowingly making expenditures in 
violation of the pmary election expenditure limitation at 2 U.S.C. §441a(b). 

During the audit fieldwork, the Audit staff requested station documentation and 
VHS formatted tapes for all media ads placed on behalf of the Primary Committee by its 
media vendor. Further, the Audit staff requested bank statements, including all 
enclosures, for all bank accounts maintained by the media vendor and used to make 
payments for media ads placed on behalf ofthe Primary committee? The Primary 
Committee stated initially that bank statements for the media vendor’s account used to 
handle the Frimuy Committee’s activity, although requested would not be provided to 
the Audit st&becalus& the bank account used by the media vendor dso contained activity 
related to other clients. Subsequently, the Prirnaty Committee provided certain canceled 
checks purported to represent checks issued by its media vendor for Primary Committee 
media buys; station documentation for certain media flights was also provided? 

For Title 26 audits of primary and general election candidates, these records may also be 
examined at the ofices of the media fm. 

Media flights represent a period of t h e  in which one or more media ads were placed. 

I 
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Based on our review of the documentation made available, the Audit sdaff 
determined that the Pnmary Committee’s media vendors were Squier Knapp Och 
Communications (SKO) and November 5 Group, hc. (PJov 5). Primary Committee 
media ads‘ that aired in June 1995 through M m h  1996 were placed by SKO, starting in 
May 1996 through August 21,1996, all Primary Committee media ads were placed by 
Nov 5 5  Both SKO and Nov 5 maintained at least one bank accounl each at the National 
Capital Bank of Washington. From these accounts, funds were disbursed to television 
stations in payment of media ads on behalf of the Primary Committee. According to a 
newspaper article (The Washington Post, Sunday, January 4,1998, A Section) Robert D. 
Squier, William N. Knapp, Mark Penn, Douglas Schoen and Dick Morris were each a 
partner in Nov 5. 

Mr. Squier and Mr. Knapp are partners at SKO, the Primary Committee’s 
principal media vendor. Mr. Penn and Mr. Schoen are partners at Penn + Schoen 
Associates, Inc. (PSA) the Primary Committee’s polling firm! Mr. Morris was a media 
consultant. 

In addition, the Audit staffnoted instances where canceled checks issued by 
SMO/Nov 5 contained annotations such as “DNC” or “DEMOCRATIC NATIONAL 
COMM/STATE PARTY.” Station documentation (also known as station &davits) 
issued by the broadcast station contained information such as the date, time, name or 
other reference to ad aired, amount charged for air time, and the television station that 
aired an ad, as well as a section that contained the m e  of the advertiser and product. In 
many instances, the advertiser/product section contained references such as “democratic 
national committee”, “dnc/clinton gore ‘96” or “dnc.” 

On July 2,1997, the Commission issued subpoenas to the Primary Committee, 
§KO, and Nov 5 in order to obtain media reconciliations, .&tion documentation not 
previously provided, all bank statements, all canceled checks and debit advices issued by 
the media vendor on behalf of the Primary Committee and all deposit tickets/slips and 

4 Throughout this Memorandum, “Primary Committee ad” refers to an advertisement paid for by 
the Primary Committee. It does not include ads that may be related to the primary election but 
were paid for by the DNC or Democratic state party committees. 

No Primary Committee media ads we~e placed during the period August 1995 through FebNary 
1996. 

5 

It appuys that the results of polls, advertising tests and mall tests were used to develop media 
ads. 

6 
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credit advices associated with the deposit of Primary Committee funds into any 
account(s) maintained by §KO or Nov 5.' 

Counsel for the Primary Committee responded on behalf of the P- 
Committee, SKO and Nov 5. in response, media reconciliations, al! missing station 
documentation for flights, and a VIIS tape of Primary Committee media d s  were made 
available for review. SKO and Nov 5's bank statements and encloswes represented as 
specifically related to Primary Committee transactions were also made available. 
However, ?!E bank statements contained redactions. 

In order to obtain all bank records related to these accounts, the Commission 
issued a subpoena to the National Capital Bank of Washington on September 3,1997, for 
all bank statements, enclosures, including canceled checks, deposit items and all debit 
and credit advices for the identified accounts maintained and used by SKO and Nov 5. 
The period covered was April 1995 through December 3 1.1996. The National Capital 
Bank of Washington (the Bank) submitted bank statements, and all enclosures which 
could be retrieved from the Bank's records systems for !he accounts requested. 

On January 16, and 30, 1998, the Commission issued additional subpoenas to 
SKO and Nov 5 in order to obtain additional media documentation including media 
reconciliations (in elecQonic format), certain bank records, VHS tapes, and station 
docmentation for all advertisements paid h m  the SKO and Nov 5 accounts by or on 
behalf of the DNC or any state or local party committee, or was associated in any way 
with the DNC or any state or local party committee. The period covered was April 1. 
1995 through August 28,1996. 

The Audit staffreviewed all documentation provided by the Primary Committee 
and all documentation received as a result of the above subpoenas. Our review found that 
during the period June 1995 through August 28,1996, media ads were placed by SKO 
and/or Nov 5, the cost ofwhich was funded directly or indirectly by the Democratic 
National Committee (the DNQ.8 The cost of the DNC media ads was %42,373,336.9 
During the same period Primary Committee media ads w m  placed by SKO and/or Nov 
5, the cost ofwhich ($11,731,101) was funded by the Primary Committee. 

Our review also found that the DNC wired funds directly to SKO and/or Nov 5 
bank accounts. In addition, the DNC itemized on its FEC reports disbursements 3f funds 
directly to state party committees; once received the state party committees wired funds 

Media reconcilions w e n  prepared by the media fm and contained information such as, client 
name, flight date, ad name, broadeast stations used, check number used to pay a specific station, 
gross billing, net paid to station, net due to stations, commission charged, amount due from client 
and amount received ffom client. 

Audit work performed to prepan this Memorandum did not include an examination of the DNC's 
or state parties' bank or other intmal fmancial rrcords. Disclosure reports @NC/State party 
committees) filed with the FEC were reviewed. 

This figure represents the amount due to broadcast siaiions relative to ads placed and aired 
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to either SKO’s or Nov 5’s bank accounts. In the case of one state party committee, the 
Pennsylvania D e m d c  Committee, it was noted that in excess of $4,000,000 was 
wired to identifled accounts maintained by SKO and Nov 5. Credit advices included with 
SKO’s and Nov 5’s bank statements identified the funds as wire transfers origimthg 
from Corestates Bank. These credit advices contained the following notation 
“CORESTATE PHIL [apparently Philadelphia] ORMOMMERCIAL LOAN 
HARRISBURG HARRISBURG FIS ORG #011)1 PA OO”.’o 

w- 
The chart below depicts the dates of and mounts due to broadcast stations 

relative to the placement of Primary Committee ads and DNC ads” undertaken by SKO 
andor Nov 5. This information was obtained from media reconciliations prepared by 
SKO andor Nov 5. 

On February 28,1998, the Commission issued a subpoena to CoreStatcs Bank in order to obtain 
any and ail documentation associated with the apparent commercial loan. To date a satiskctory 
response bm not been received 

Throughout this Memorandum, “DNC a d  refen to any advertisement paid for by the DNC or by 
any D e m d c  state party committat. These ads may have been related to the candidate’s 
primary or general election campaign. 

IO 
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Primary Cornminee Ads 
RunDates Amounts 

due to s4ations 

0612719s - $2,034,274 
07/24/95 

03/08/96 - 538,932 
03/25/96 

05/04/96 - 1,185,882 
0513 1 196 

07/09/96 - 7,972,013 
08/21/96 

T O t d  $11,731,101 

DNC Ads 
RunDates Amounts 

due to stations 

0%//16/95 - $15,692,881 
03/05/96 

03/07/96 - 2,481,795 
03/27/96 

03f30l96 - 5,021,284 
05f03f96 

05/04/96 - 3,293,351 
0513 1/96 

06/01/96 - 11,169,521 
07/09/96 

0711 0196 - 2,764,251 
0812 1 196 

08/21/96 - 1,944,252 
011/29/96 

$42,373,336 

Initially, the period June 27, 995 through July 24,1995 only P~mary  
Committee ads were aired. During the period August 16,1995 through M m h  5,1996 no 
Primary C o d t t e e  ads a, however, neariy $15.7 million was spent by the: DNC to 
broadcasp DNC ads. The uext period, March I, 1996 through March 21,1996, both 
Primargr Cornminee and DNC ads were aired. This pattem conhued through August 2 1, 
1996. Only DNC ads ahxl during the period from August 22,1996 to August 28,1996 
(the Candidate's date ofineligibility). 

To recap, first only primasy Committee ads were m (6/27/95 - 7/24/95), then 
only DNC ads (8/16/95 - 3/55/96), followed by both Primary Commitoee and DNC ads NPI 
(3116196 - 8/21/96). F i l y ,  no Primary Committee ads were placed after August 21, 
1996; however, during the @od August 21,1996 through August 28,1996, placement 
cost for DNC ads, totaled $1,944,252. 

As can be easily identified, two distinct patterns exist. They are: 1) periods of 
time when only Primary Committee ads were aired and periods oftime when only DNC 
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were aired; and, 2) periods of time when both DNC and Primary Committee ads were 
aind. 

The i t em discussed below indicate wordination and cost sharing between the 
Primary Committee and the DNC. Documentation with respect to allocations of cost 
between the Primary Committee and the DNC has not been reviewed. Therefore, the 
Audit staff offers no opinion on the reasonableness of such allocations. 

On May 8,1996, SKO invoiced the Prianary Cornittee $10,605.96 for 
production expenses related to shoot in Iowa (2/10/96 - 2/11/96), dubbiigkhipping costs 
and film shoot and travel expenses. Attached to the invoice was a breakdown of expenses 
which totaled $2131 1.91. These expenses were allocated equally between the Primary 
Committee and the DNC. The Primary Committee paid SKO $10,605.96 toward these 
expenses. I n f o d o n  is not available at this time with which to verify the DNC’s 
payment On the same date, SKO invoiced the Frimary Committee $10,605.68 for 
expenses associated with “Shoot footage of Clinton at White H o w  for Video - 
‘ I o W e w  Hampshid.” Supporting documentation for all related sub-contract expenses 
was annotated with the DNC’s account code. The Primary Committee paid SKO 
$10,605.68 onMay 31, 1996 

In another instance involving SKO, the Primary Committee was invoiced 
$23,076.90 for expenses related to B-roll shoot (2/23/96 - 3/20/96). Attached to the 
invoice was a breakdown of expenses, which totaled $46,153.80. These expenses were 
allocated equally between the Primary Committee and the DNC. The Primary Committee 
paid SKO $23,876.90. Information is not available at this time with which eo veri& the 
DNC’s payment. 

Finally, on September 16,1996, SKO’hvoiced the Primary Committee 
$15,829.65 for expenses associated with an ad entitled “Notdy”. Supporting 
documentation includes an invoice from In ted ie  Video Systems, Inc. for 
dubbing/satcllite charges totding $1,215. Of the 5 detailed charges noted on this invoice, 
three charges, totaling $984, were annotated C/G and two charges, totding $23 1, were 
annotated DNC. The §KO invoice included only the Primary Committee’s portion of the 
dubbing and satellite charges ($984). The job title line states ‘‘ ‘Nobody’ and ‘Them’ / 75 
VHS and 23 BCSPlMike McMillen.” The words “Nobody” and “Them” were annotated 
C/G and DNC respectively. 
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As discussed below under The TV Ads, the Mary Committee ad 
Nobody and the DNC ad Them were exactly the same in audio and video content.’* Both 
adsraninAugust, 1996. 

Of the remaining 10 SKO invoices issued to the Primary Committee and 
associated with production expenses, all but two contained annotations indicating DNC 
related charges. 

Coordination between the Primary Committee and the DNC as evidenced 
in the placement of certain ads by Nov 5 was noted during OUT review. 

During the period May 25, i 996 to May 3 1,1996, Nov 5 on behalf of the 
Primary Committee placed ads totaling $1,101,062. During the same period, Nov 5 on 
behalf of the DNC placed ads totaling $563,253. The DNC ads and the Primary 
Committee ads were placed with the same 112 broadcast stations. With respect to ads 
place with 109 (of the 112) stations, the checks issued by Nov 5 to the stations on behalf 
of the DNC or the Primary Committee were in the same amount. For example, during 
this period, Nov 5 place a& at the broadcast station WCCO. Nov 5 issued check number 
2146 in the amount of $13,855 to the station on behalf of the DNC foe ads placed. This 
check was annotated “dnc/state party committee”. In addition, Nov 5 issued check 
number 243 1 in the amount of $13,855 to the same station on behalf of the Primary 
Committee for ads placed. However, it should be noted that the media reconciliation for 
this period indicated that only $73,049 in ads were placed on behalfof the DNC. In 
respanse to our inquiry, a representative of Nov 5 stated, “[elhe media buy was scaled 
back considerably after the checks were sent to the stations. The stations kepi the money 
and applied the surplus to the next media buy placed by the DNC. The actual amounts 
are reflected in the media reconciliations previously provided to you.” 

Even though the DNC’s media flight “was scaled back considerably” the 
initial placement ofthe ads indicates coordination with ads placed on behalf of the 
Primary committee. 

Furthenmore, for other DNC media flights and Primary Committee media 
flights both covexing the same time period, Primary Committee and DNC ads were 
placed at the same stations, however, the amounts charged by the stations were not 
exactly the same with respect to DNC ads versus Primary Committee ads as placed. 

Another indicator of coordination between the Primary Coniiittee and the 
DNC involves a standard fonn memorandum for authorization of production and time 

Near the end of each ad a “PAID FOR BY ...” appears superimposed on the video portion, for the 
DNC ad the payer is the DNC or a state party organization, for the M a r y  Commiiii a& the 
payer is the Rimmy Cornminee. 

12 
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purchased. One section of this memorandum states “The cost will be allocated 
a 
“attorneys to determine:.” The following individuals were named recipients ofthis 
memorandum: Peter Knight (primary Committee - Campaign Manager), Ted Carter 
(Primary Committee - Chief Operating Officer/lDeputy Campaign Manager), Harold Ickes 
(then White House Deputy Chief of Staff), B.J. Thornberry (DNC Chief of Staff), Bill 
Knapp (Media Consultaut, SKO/Nov 5), Jeff King @NC Finance Division), Doug 
Sosnik (White House Political Af€airs Director), Brad Marshall (DNC Chief Financial 
Officer), Lyn Utrecht (Primary Committee ‘s General Counsel) and Joan Pollitt 
(Treasurer - Primary Committee). 

% for the DNC and % for ClinrodGore ‘96.” m e  next line states 

One authorization memorandum, dated July 3,1996, Erom Harold Ickes 
and Doug Sosnik to Jennifer O’Connor (then Special Assistant to the President) 
authorized SKO to produce 1 spot. Within the section entitled “other” the memorandum 
states: 

Tobacco l3 

2)DhlCbuy-$1.1 [milIion]-7/10-7/16 
3) dubbing and shipping - c-g - $5,000 
4) production - $14,000 - c-g 

1) C-G buy - $617,000 - 7/9 - 7/16 

With respect to allocation, the memorandum states “attorneys to 
determine”. 

Nov 5 placed Primary Committee ads totaling $468,682 (First Time) and 
$915,627 (Hold) during the period July 9,1996 through July 16,1996 and July 11,1996 
through July 18,1996 respectively. Nov 5 placed DNC ads totaling $457,030 during the 
period July 10,1996 through July 16,1996. The Primary Committee ad “First Time” 
addresses children trying smoking for the first time. The DNC ad “Enough” includes, 
among other topics, school anti-drug programs. 

In First Time, President Clinton’s stated position to “stop ads that teach 
our children to smoke’’ is contrasted to Dole’s stated position of opposing an FDA limit 
on tobacco ads that qped to children and his position that “cigarettes aren’t necessarily 
addictive” and presents to the viewer a choice “Bob Dole or Resident Clinton who’s 
really protecting our children?’’ The DNC ad, entitled Enough (the audio and video 
portion is very similar to DNC ads “Another” and “Increased” which also ran in late June 
and early Jdy, 1996) contrasts President Clinton’s stated accomplishments in the areas of 
immigration, crime, and school anti-drug programs to stated positions attributed to 
republicans or DoldGmgrich such as opposing the protection of U.S. workers from 
replacement by foreign workers and the stated consequences of “the Dole Gingrich 
budget” such as to repeal 100,000 new police and less funding for school anti-drug 
programs. The DNC ad concludes with “only President Clinton’s plan protects our jobs 
our values.’’ 

~ ~~~~ ~ 

c The Audit staff is not in possession of an ad(s) entitled “tobacco” in VHS format. I3 



16 

. . .. 
i :  ._ 
1 .  . ~ .  .. . ... . .  

The primary ad mentions Bob Dole and his views which are contrasted to 
President Clinton’s - the DNC ad mentions the Dole Gingrich budget and Dole Gingrich 
attempts to cut funding to programs endorsed by President Clinton. The former presents 
a stated choice Dole or Clinton, while the DNC ad presents the clear message that “only 
President Clinton’s plan protects our jobs our values.” In the opinion of the Audit staff, 
both ads are designed to gamer public support for a certak candidate, nameiy President 
Clinton and diminish public support for Bob Dole. A detailed discussion of the content 
of all 37 DNC ads aired during the primary period is included below. 

Another indicator of coordination is contained in an authorization 
memorandum from Jennifer O’Connor (then Special Assistant to the President) to Peter 
Knight, B.J. Thombeq, Brad Marshall, Ted Carter, Joan Pollitt, Eyn Utrecht and Joe 
Sandler (General Counsel of the DNC), with a copy going to Harold ickes. This 
memorandum relates, in part, “Harold has authorized payment of the following 
Squier/Knapp/Ochd invoices with corresponding authorintion forms. Authorization is 
to pay only costs which meet the DNC and Re-elect policies, including travel policies.”’4 
The memomdum listed authorizations to purchase both production and air time with 
respect to the DNC and the Primary Committee. 

I.!QlhlS 

In response to an Audit staff inquiry concerning various polls conducted 
on behalf of the DNC and the Primary Committee, Mark Penn, as president of PSA, 
stated in an affdavit that 

“beginning in April 1995 until November 1996,I presented polling 
results at meetings held at the White House residence, generally on 
a weekly basis. The results were presented simultaneously to the 
representatives of ClintonIGore, the White House and the DNC 
who were in attendance at these meetings.” 

Mr. Penn also states he presented polling results to Senator Chris Dodd 
and Donald Fowler, Co-Chairmen of the DNC, at separate briefings. 

In response to our inquiry, Joseph E. Sandler, General Counsel of the 
DNC, in a letter, dated April 8,1998, to Lyn Utrecht, General Counsel of the Primary 
commitoix stated, in part: 

“this will respond to your request for information about the 
distribution of information fiom polls conducted by Penn, Schoen 
& Berland (formerly known as Penn & Schoen) jointly for the Democratic 

The Audit staff has not reviewed any of these “poliq” documents at this time. 

The Regulations, at 1 1  CFR 106.4 - Allocation of Polling Expenses - provides for the sharing of 
poll results and allocation of costs related thereto. 

I4 

c 

IS 
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National Committee (“DNC”) and either ChFodGore ‘96 Primary 
Committee or ClintodGore ‘96 General Committee, the costs of 
polls have been shared by the DNC and one of the ClintodGore 
committees. 

The purpose ofthese polls, conducted during I995 and 1996, was 
to determine the Democratic Party’s message and political strategy for 
purposes both of creathg Party communications, including Party- 
sponsored media and Party-created campaign materials, and of developing 
message and strategy for the field operations run by the state Democratic 
Parties, with assistance and partial furndmg by the DNC, on behalf of the 
entire Democratic ticket in the 1996 general election. 

I am advised that, to these ends: 

(1) All poll results were made available in full to the DNC’s media 
consultants (SquierlKnapplOchs, Message Advisors, Sheinkopf & 
Associates and Marius Pencner, and November 5 Group) who created 
Party issue advertising for the DNC and Democratic state party 
committees, advertising which was m in 1995 and 1996.” 

In the Audit staffs opinion, the above items discussed under Production, 
Ad Placement and Polling demonstrate that coordination between the White House, 
DNC, SKO, Nov 5 and the Primary Committee existed with respect to the development 
and placement of both Primary Committee and DNC media ads. 

The information discussed above was gleaned from our review of bank records, 
media flight reconciliations for time buys (prepared by SKQ or Nov 5), affidavits and 
invoices issued by the broadcast stations, intend documents prepared by the Primary 
Committee related to the planning and purchase of TV air time, production invoices and 
related documents, most of which were obtained as a result of subpoenas issued by the 
C o d s s i o n  to SKO and NOV 5 and their bank, and the Primary Committee. Also 
obtained via subpoena were video tapes represented to contain all ads placed or nul sc 
behalf of the Primary Committee or the General Committee; video taps represented to 
contain all ads paid for or run on behalf ofthe DNC or any state or local party committee, 
or associated in any way with the DNC or any state or local party committee and related 
to any transactions in two bank accounts used by SKO and Nov 5 for the period April 1, 
1995 through November 5,1996. In response to these subpoenas the Audit staff received 
a total of 13 video cassettes containing 13 Primary Committee ads, 53 General 
Committee ads, and 812 DNC ads.’6 

In the case of the DNC ads, there appears to be 59 ads which were then duplicated for use by 
various state pany organitations. The content of the ads used by the various state parties are 
identical except for the 2 U.S.C. 441d(a)(3) statement (e.g., paid for by the Ohio Democratic 
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As noted in the previous sections, there was apparently coordination between the 
DIdC and the Primary Committee concerning the production and placement of television 
ads during the period from April 199s to August 1996. The Final Report of the 
Committee on Governmental Affairs, United States Senate - Investigation of Illegal or 
Improper Activities in Connection with 1996 Federal Election Campaigns (the Senate 
Report) provides additional information. According to the repoat, representatives from 
the White House, the DNC, and ClintodGore would meet at the White House 
approximate1 once a week to discuss media, polling, speech writing and policy and issue 
positioning. In July, 1995, it was first explained that DNC funds would be use to pay 
for ads during the primary campaign period.” According to testimony provided by 
Richard Morris, the General Counsel of the DNC and the General Counsel of the Primary 
Committee “laid down the d e s  of what advertisements-of w h t  the content of 
advertisements and the timing of the media buys could be in connection with the 
Democratic National Committee advertising and in connection with the Clinton-Gore 
adverti~ing.”’~ Finally, Exhibit 5-6 of the Senate Report - a memo for the President, Vice 
President, Panetta, Ickes, Liebemm, Lewis and Sosnik only, apparently dated February 
22,1996, sets forth the mount of funds relative to DNC media buys and “CG” media 
buys from February 1996 through May 28,1996. In summarizing the amounts for DNC 
and CG buys, this language is included: 

IY 

“8. Total Clinton Gore Money through May 28: $2.5 mil. 

1. Unless Alexander is nominated and we cannot use DNC money 
to attack him. 

2. If Dole is nominated, we need no additional CG money for 
media before May 28 since we can attack Dole with DNC 
money 

Senate Report at page 116, citing Morris deposition, p. 124. 

According to media records, the DNC ads fm ran between Sll8195-8/3 1/95. 

Moms deposition, pp. 117-18 as cited in the Senate Report. 
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9. Total DNC money now through May 28, $15,733,004)” 
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The placement cost for DNC media buys for the period 2/13/96 through 5/31/96 
was about $12 million; the placement cost for Primary Committee media buys for the 
period 3/8/96 through 5/31/96 was $1.72 million. 

Near the end of each ad a “PAID FOR BY ...” appears superimposed on the video portion, for the 
DNC ads the payer is the DNC or a state party organization, for the Primary Committee ads, the 
payer is the Primary Committee. 

This identifier was assigned by the Audit staffto denote a Primary Committee ad (ag.. PI through 
P13); similarly to denote a DNC ad, the Audit staff assigned identifiers Dl through D812. 

20 

” 

Notwithstanding the excerpts h m  the Senate Report cited above, the evidence 
developed during Audit fieldwork, in the Audit staffs opinion, demonstrates that 
coordination existed between the DNC and the Primary Committee concerning the 
production of ads and the purchase of broadcast time to air those ds. 

Our review of 37 DNC ads made available and which, according to station 
invoices and the media firms’ reconciliations of DNC buys, ran during the primary 
campaign period indicates that President Clinton, the candidate, was clearly identified in 
these ads, and that the ads appeared to convey electioneering messages. 

A review of the audio and video portions of each of the 37 DNC ads found that 
the candidate in addition to being feimred in the video portion of ads is referred to during 
the audio portion as “President Clinton”, “the 42nd president”, %e president” - in one 
ad, the candidate’s voice is the entire audio portion. 

In the case of three separate I3NC ads which ran during the period 8-15-96 
through 8-28-96, the audio and video content of the DNC ads are exact facsimiles” of 
three separate €%unary Committee ads (and nearly identical to a fourth) which ran during 
the period 8-2-96 through 8-21-96. The ad number, m e  of ad and text appear at Exhibit 
#1. The DNC paid nearly $2.1 million to run these ads (plus one additional - Risky, 
discussed below) during the period beginning two weeks prior to the candidate’s 
nomination at the convention. In August, 1996, the Primary Committee using its ads 
with the same content as the DNC’s, paid $4. I million to run ad flights containing these 
a&. 

Two pairs of ads (P1 12’ REAL TICKET 0313-30 & D795 DQLWGINGRICH 
DMCl228-30; P12 NOBODY CG14-30 &D796 THEM DNC1229-30) raise the question 
of who should be in the oval ofice given the stated consequences “if it were Bob Dole 
sitting here Ein the Qval Office].” The last pair (P13 BACK (2609-30 & D794 SCHEME 
DNC 1227-30) conveys to the viewer -“president Clinton meeting QW challenges bob dole 
gambling with OUI future.” In the Audit s@s opinion, all of the above ads contain an 
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electioneering message - the content of each ad is designed to urge the public to elect a 
certain candidate - namely President Clinton instead of Bob Bole. 

svs- 

The Audit staff identified five DNC ads which aired during 1996 in which the 
candidate’s position on the budget, Medicare, education, taxes, assault weapons, welfare, 
children, the economy is juxtaposed to Dole’s positions or Dole’s legislative record (see 
Exhibit #2 for text of ads). Three of the five ads (No, Proof, and Facts) ran between 
3/29/96 and 5/3/96 in flights involving $5 million in placement costs to broadcast 
stations. The voice-over relates to the viewer “Dole says no to the Clinton’s plans it’s 
time to say yes to the Clinton plans yes to America’s families.” 

The fourth ad, entitled Economy, discusses the President’s position on jobs, 
unemployment benefits, women-owned companies, job training and interest rates and 
points out that under “the Dole GOP bill” and “a Dole amendment” these areas nf the 
economy would suffer. This scenario is hen  contrasted with information on “today[,sP., 
economy - record construction jobs, lower mortgage rates, new jobs - highlighting “the 
President’s plan for a better fi~ture.” 

The fifth ad in this category, entitled Risky, contrasts the President’s tax cut or tax 
proposals which would benefit working families against Dole’s legislative record on 
taxes and the purported effect of these taxes on Medicare, education and the environment. 
The Economy and Risky ads ran during the period 7/24/96 through 8/28/96 in flights 
where the air time chahges totaled nearly $4 million (Economy $2.0 million; Risky $1.94 
million in same flight with Them mentioned above). 

Here again, as was the case in the previous discussion, the viewer is presented 
with a choice betweeE No candidates-the President and his stated accomplishments and 
proposals shown as favorable versus Dole and his record as stated and possible 
consequences of his positions and proposals. 

NSYS “ D V  9, 

The third category of ads classified by the Audit stafTinvolved 12 ads in which 
the President’s record and/or positions are compared to the record andor positions or 
proposals represented as associated with “the Dole Gingrich budget plan,” “Dole 
Gingrich attack ad,” and “Dole and Gingrich” voting record or proposals. These ads, the 
text of which is at Exhibit #3, portrays the President’s stated accomplishments on topics 
such as Medicare, education, taxes, environment, budget, and immigration compared to 
the attempts and seemingly undesirable effects of actions or proposed actions attributed to 
Dole Gingrich. These ads ran in flights which aired during the period from 4/12/96 
through 7-19-96 (one ad Table also ran during 1/18/96-2/1/96); the placement cost for 
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flights totaled $18 million. Although Dole is “coupled” with Gingrich in these ads, 
during this time period Dole was the “presumptive nominee.” The message conveyed to 
the viewer is a choice between the President and his policies and Dole. 

During the prirmary period mainly &om 8/16/95 to 1/24/96;’ 13 DNC ads were 
aired that discussed President Cliiton’s position on topics such as Medicare, education, 
taxes, welfare reform, environment, family medical leave, and a balanced budget; the 
placement cost for flights during this period containing these ads was $13.35 million. 
Against these positions, the stated positions, goals, and consequences of various 
proposals tied to “republicans in Congress”, the republican budget, or just “republicans” 
are discussed (see Exhibit #4). In 7 of these ads, although not mentioned in the audio 
portion by name, Dole is pictured at least once during the: video portion. 

The remaining four DNC ads, entitled Dreams, Victim, Challenge, Welfare, are 
thematic in natm and present topics such as the President’s college tuition tax cut, the 
President’s balanced budget, the President’s plan for welfare reform, and the President’s 
plan to address women victims of domestic abuse (see Exhibit #5). Three of the four 
DNC ads ran in flights during the period 2/13/96 h u g h  3/27/96; the DNC ad, entitled 
Dreams ran 6/12/96 through 6/18/96. President Clinton is featured at least twice in the 
video portion of each ad, and “the President’s plan ‘‘ or proposals made by the President 
are mentioned in the voice-over or audio portion of each ad. 

It is the opinion of the Audit staff  that, based on infonnaiion analyzd to date, the 
placement of DNC ads was coordinated with the placement of the Primary Committee 
ads. Further, the DNC ad campaign was developed, implemented, and coordinated with 
the PPimary Committee. Finally, it is the opinion ofthe Audit staffthat the cost of the 
DNC ad campaign, calculated at $46,546,476 (placement costs of $42,373,336 plus 
commissions of $4,173,339) using records currently available, should be viewed as an in- 
kind contribution to the Primary Committee or the General Committee. 

The topic ofthe cost of DNC ads being viewed as in-kind contributions to the 
Primary Committee was discussed briefly at the conference held at the close of audit 
fieldwork. The G e n d  Counsel of the Primary Committee stated that the Commission’s 
regulations and advisory opinions, and court decisions permit issue advertising by the 
DNC and strongly disagreed with the Audit statrs  opinion that media ads placed and 
aired on behalf of the DNC represent an in-kind contribution to the Primary Committee 
and applicable to the overall expenditure limitation. 

Two DNC ads, entitled Help end Stop, ran between 3/29/96 and SI3 1/96. 11 



The Audit staff rec 
memorandum, the Primary Committee demon 
above does no6 constitute an in-kind contribu 
Committee or the General Co 
the DNC media program 
General Committee and that the 
Absent such a demon 

nstration should include evidence that 

.. . 
s i :  

?. 
t i  i .: 
. .  .. .. 
i* . .. 
. .  
.. . -. 

.. . . . .  ... 
! '  

determine that an in-kind coatribution in the amount of !$46,546,476 has been received by 
the Primary Committee or the General Committee. If it is determined that the 
contribution was received by the Primary Committee, the amount will be attributed to the 
Primary Committee's spending limitation. 

B. 

Section 9032.9(a) of Title I 1  of the Code of Federal Regulations defines, 
in part, a qualified campaign expense as one incurred by or on behalf of the candidate 
from the date the individual became a candidate through the last day of the candidate's 
eligibility; made in connection with his or her campaign for nomination. 

Section 9033.1 1 (a) of Title 1 1 of the Code of Federal Regulations states, 
in part, that each candidate shall have the burden of proving that disbursements made by 
the candidate or his or her authorized committee(s) or persons authorized to make 
expenditures on behalf of the candidate or committee@) are qualified campaign expenses 
as defined in 11 CFR 9032.9. 

Section 9033.1 I(b)(l) of Title 11 of the Code of Federal Regulations, in 
part, that for disbursements in excess of $200 to a payee, the candidate shall present a 
canceled check negotiated by the payee and either: A receipted bill fiom the payee that 
states the purpose of the disbursement; or if such receipt is not available, one of the 
following documents generated by the payee: a bill, invoice, or voucher that states the 
purpose of the disbursement; or a voucher or contemporaneous memorandum from the 
candidate or the committee that states the p v s e  of the disbursement; or the candidate 
or committee may present collateral evidence to document the qualified campaign 
expense . Such collateral evidence may include, but is not limited to: Evidence 
demonstrating that the expenditure if part of an identifiable program or project which is 
otherwise sufficiently documented such as a disbursement which is one of a number of 
documented disbursements relating to a campaign mailing or to the operation of a 
campaign office; or evidence that the disbursement is covered by a pre-established 
written campaign committee policy. If the purpose of the disbursement is not stated in 
the accompanying documentation, it must be indicated on the canceled check. 

Section 9034.4(e)( 1) of Title 1 1 of the Code of Federal Regulations stz!es 
that any expenditure for goods or services that are used exclusively for the primary 
election campaign shall be attributed to the expenditure limit for the primary. Any 
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expenditure for goods or services that are used exclusively for the general election 
campaign shall be attributed to the general election limit. 

Section 9034.4(e)(3) of Title 1 1 of the Code of Federal Regulations states 
that overhead expenditures and payroll costs incurred in commtion with state or national 
campaign offices, shall be attributed according to when the usage occurs or the work is 
performed. Expenses for usage of offices or work performed on or before the date of the 
candidate’s nomination Wl be attributed to the primary election, except for periods 
when the office is used only by persons working exclusively on general election 
campaign preparations. 

Section 9034.4(a) of Title 11 ofthe Code of Federal Regulations, states 
that all contributions received by an individual from the date he or she becomes a 
candidate and all matching payments received by the candidate shall be used only to 
defray qualified campaign expenses or to repay loans or otherwise restore funds (other 
than contributions which were received and expended to d e h y  qualified campaign 
expenses) which were used to defray qualified campaign expenses. 

Section 9034.4(a)(5)(ii) of Title 11 of the Code of Federal Regulations, 
states that gifts and monetary bonuses shall be considered qualified campaign expenses, 
provided that all monetary bonuses for committee employees and mnsultar~ts in 
recognition for campaign-related activities or services are provideti for pursuant to a 
written contract made prior to the date of ineligibility and are paid no later than thirty 
days after the date of ineligibility. 

Section 9034.4@)(8) of Title 11 of the Code of Federal Regulations, states 
that the cost of lost or misplaced items may be considered a nonqualified campaign 
expense. Factors considered by the Commission in making this determination shall 
include, but not be limited to, whether the committee demonstrates that it made 
conscientious efforts to deguard the missing equipment; whether the committee sought 
or obtained insurance; the type of equipment involved; and the number and value of items 
that were lost. 

Section 9034.4@)(3) of Title 11 of the Code of Feded  Xegdations states, 
that any expenses incurred after a candidate’s date of ineligibility are not qualified 
campaign expenses except to the extent permitted under 11 CFR 9034.4(a)(3). In 
addition, any expenses incurred before the candidate’s date of ineligibility for goods and 
services to be received after the candidate’s date of ineligibility, or for property, services, 
or facilities used to benefit the candidate’s general election campaign, are not qualified 
campaign expenses. 

Section 9038@)(2)(A) of Title 26 of the United States Code states that if 
the Commission determines that any amount of any payment made to a candidate from 
the matching payment account was used for any purpose other than to defray the qualified 
campaign expenses with respect to which such payment was made it shall notify such 
candidate of the amount so used, and the candidate shall pay to the Secretary an amount 
equal to such amount. 
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Section 9038.2@)(2)(iii) of Title 11 of the Code of Federal Regulations 
states that the amount of any repayment sought under this section shaU bear the same 
ratio to the total amount determined to have been used for nonqucllified campaign 
expenses as the amount of matching funds certified to the candidate bears to the 
candidate’s total deposits, as of90 days after the candidate’s date of ineligibility. 

Section 9038.2(a)(2) of Title I1  ofthe Code of Federal Regulations states 
that the Commission will notify the candidate of any repayment determinations made 
under this section as possible, but not later than three years h e r  the close of the matching 
payment period. The Commission’s issuance of the audit report to the candidate under 11 
CFR §9038.1(d) will constitute notification for purposes of this section. 

1. 

During our review of vendor files, expenses were noted that 
appeared eo further the Candidate’s general election campaign for election but were paid 
by the Primary Committee. Each is discussed briefly below: 

a. Bismarck Enterprises 

The Primary C o d t t e e  paid Bismarck Enterprises 
$22,984= for catering services provided on August 29, 1996 at the Democratic National 
Convention (the Convention). These services were provided after the Candidate’s date of 
ineligibility (August 28,1996) and therefore are considered a general election expense. It 
appears that the Primary Committee is contending that the Candidate’s date of 
ineligibility was not until August 29, 1996, the last day of the Convention, because under 
Democratic Party rules the nominee for the office of President does not become the 
candidate of the Democratic Party of the United States mtil he or she has completed his 
or her acceptance speech to the Convention.u 

The Primary Committee provided a letter from Sam 
Karatas, Director of Food and Beverage Bismarck Enterprises, which states that the 
Primary Committee utilized several suites and banquet facilities during the Convention 
on the dates of August 26 through August 29. Mr. Karatas states further that food and 
beverages were provided to nineteen suites during this period. He also states that on 
August 27, a luncheon buffet was prepared for ME. Gore. Mr. Karatas adds that a small 
banquet was also set up in the President’s waiting lounge on August 29 before he went on 
the main stage. 

~ ~- ~~ 

The catering charges include equipment rental and gratuities which were pro rated by the Audit 
staff based on a percentage of the catering charges for Augun 29th to the total catering charges. 

The Primary Committee submitted a lener challenging the Commission’s determination that the 
candidate’s date of ineligibility is August 28, 19%. The Committee argued char the date should be 
August 29,1996. The Commission denied the Primary Committee’s request. 

u 
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It is the opinion of the Audit staff, that neither Mr. Karatas 
nor the Primary Committee bas provided documentation or evidence which demonstrates 
that the catering Services provided on August 29,1996, the day after the President 
received the nomination, were goods and services used exclusively for the Candidate’s 
primary election campaign. 

b. AT&T Capital Corporation 

The Primary Committee a n t e d  into a lease agreement 
with AT&T Capital Corporation for equipment. The term of the lease was for 18 months 
commencing on June 1,1995. It appears, based on documentation, that the ClintodGore 
‘96 General Committee, lnc. was to have assumed the lease &r the Candidate’s date of 
ineligibility (August 28,1996) through November, 1996. The total lease payments 
includb sales tax were $422,826. The General Committee’s allocable share was 
$94,133 of which the General Committee paid ~ n l y  $30,397. The balance, $63,736, 
paid by the Ppimary Committee should have been paid by the General Committee. The 
Primary Committee in its response acknowledged that the General Committee should 
have paid $93,464, based on its calculation.26 Accordingly, the hat Staff included on 
the Primary Committee statement of Net Outstanding Ceunpaign Obligatiom an account 
receivable from the General Committee in the amount of $63,736. 

l% 

c. Salary and Overhead 

The Primary C o d m e  paid salary and overhead 
expenses, totaling $340,579, that were incurred subsequent to the Candidate’s date of 
ineligibility. For example, the Primary Commitke paid all costs associatsd with the 
Little Rock office for the period August 29,1996 though Qecemb 5,1996. Staff in 
this office, according to Committee records, were working on both primary contribution 
processing and GELAC contribution processing. These expenses are attributable to the 
general election and should have been paid by the General ConnmittedGELAC p ~ ~ t  
to 1 1 CFR 90344e)(3). The Audit staff determined based on (PUT review of the Primary 
Committee’s records pertaining to its allocation of salary and overhead that $192,288 in 
expenses are attributable to the General Committee and $148391 to the GELAC. With 
respect to that portion of salary and overhead expenses attributable to GELAC 
(%148,291), it should be noted that the GELAC as of January 31,1997 reimbursed the 
Primary Committee $94,972. Therefore, expenses for salary and overhead, totaling 
$53,319 ($148,291 - 94,972), is due the Primary Committee &om the GELAC and 
$192,2288 is due ?he I‘rimmy Committee from the General Committee. 

Schedules were provided to the primapy Committee at a 
conference held OQ March 18,1998. The Primary Committee has not responded other 

lbis amount was derived by pro rating 530,397 for thm days in August, 1996 plus $34397 each 
for Septemk, October and Novemk. 

We difference between Audit and the Primary Committee is  $669. 

73 
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than to state it believes winding downing expenses, consisting of salary and overhead, 
should be permissible subsequent to the Candidate’s date of ineligibility. 

The Audit staff recommends that, within 60 calendar days of service of this 
memorandum, the Primary Committee provide: 

With respect to item l(a) evidence or documentation that the goods and 
services were used exclusively for the Candidate’s primary election 
campaign or evidence that the General Committee has reimbursed the 
primary ComMittee $22,984. 

With respect to item I@) evidence that the balance, $63,736, paid by the 
primary Committee is not exclusively related to the general campaign or 
evidence that the Primary Committee has received a reimbmement from 
the Gencral Cormnittee for $63,736. 

With respect to item l(c) documentation which demonstrates that the 
expenses for salary and overhead paid by the Primary Committee 
subsequent to the Candidates date of ineligiblity represented the cost of 
goods and services used exclusively for the Primary election campaign or 
evidence that the primary Committee hrss received reirplbursements from 
the General Committee ($192,2813) and the GELAC ($53,319). 

Absent adequate documentation to demonstrate the expenses at issue were, in fact, 
exclusive to the primary election campaign or evidence that the Primary Committee has 
received reimbursement h m  the General Committee, totaling $279,0Q8 ($192,288 + 
$63,736 + 522,984), and $53,319 from the GELAC, the Audit staffwill recommend that 
the Commission make a determination that the Primary Committee make a pro-rata 
repayment of $105,036 ($332,327 x .316062) to the United States Treasury pursuant to 
26 U.S.C. 9038(%)(2).” 

This figure (3  160152) represents the Primary Committee’s repayment ratio, as calculated pursuant 
to 1 1  CFR §9038.;!(b)(ZXiii). 

11 
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A consulting agreement was entered into between the Primary 
Committee and Morris & Canick, Imc. (M&C). The effective date of the agreement was 
February 1,1996 through Augusx 30,1996. M&C billed the Piimary Committee on a 
monthly basis. In accordance with the agreement, the Primary Committee paid M&C 
$15,000 per month. 

lin addition, MBrC billed the Primary Committee on August 30, 
1996 for an additional $30,000, which the Primary Committee paid on September 30, 
1996. The invoice to the Primary Committee was annotated “Remaining Primary 
Invoice.” Although the agreement stated it may be further extended, renewed or amended 
upon written agreement of the parties, there was no provision in the original agreement or 
any amendments to the agreement which covered this billing and/or payment made on 
September 30,1996. A Primary Committee representative stated the vendor performed 
extra work than was originally anticipated and, therefore, was paid an additional $59,000. 

Subsequently, the Primary Committee submined a wrinen response 
which stated that the $30,000 payment was actually owed by the General Committee, not 
the Primary Committee. M&C was actually owed a total of$95,000 under the General 
Committee contract, but was only paid $65,000 on October 10,1996 by the General 
Committee. Further, the Primary Committee states because M&C mistakenly billed the 
$30,000 to the Primary Committee, committee staffpaid the invoice as directed. 
Although the Primary Committee stated a copy of the “misdirected invoice” was included 
with its response, it was not. Finally, the Primary Committee states that the General 
Committee will reimburse the Primary Committee $30,000, representing the amount paid 
and owed to M t C .  

In support of its current position, the Primary Committee provided 
a copy of a consulting agreement between M&C and the General Committee. This copy 
was not signed by either party.” Subsequently, the Primary Committee made available a 
copy of the “misdirected invoice.” 

The unsigned agreement between the General Corrt?.ttee and 
MCC specified an effective date of August 30,1996 and a termindun date of November 
30,1996. It ,further mites M&C was to be paid $95,000 within 30 days of execution of 
the agreement 

Since the General Committee’s agreement appears to be effective 
as of August 30,1996, it is unclear why M&C wouid mistakenly issue an invoice on the 
same date and for only $30,000, when, in fact, the entire amount ($95,000) to be paid, 

zn The Primary consulting agmment is signed by the Primary Committee and MCC. 
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pursuant to the agreement, was due within 30 days of execution. On September 30,1996, 
when MBtC did directly issue an invoice to the General Committee, it was for only 
$65,000. 

It is the opinion of the Audit staffthat, baed on the hformation 
provided to date, that the $30,000 invoice was not intended for the General Committee. 
Further, the payment appears to -sent a bonus that was not provided for in its 
agreement with the Primary Commiftee and was not paid within the time period provided 
at 11 CFR 9034.4(a)(5)(ii). 

The Audit staffrecornmends tbat, within 60 calendar days of service of this 
memorandum, the Primary Committee provide a copy of the executed contract (signed by 
all parties and dated) between the General Committee and Morris 8t Carrick. In addition, 
a signed statement h m  M & C which explains in detail why M & C billed the Primary 
Committee for $30,000 on August 30,1996, when the Primary Committee obligations 
under its contract were fulfilled. 

Absent adequate documentation to demollstrrte the expenses at issue were, in fact 
qdified campaign expenses, the Audit staff  will recommend that the Commission make 
a determination that the Primary Committee make a p r a t a  -went of $9*482 
($30,000 x .316062) to the United States Treasu~ry pursuant to 11 CFR §9038.2@)(2). 

C. 

Section 461a(a)(2)(A) of Title 2 of the United States Code states that no 
multicandidate political conunittee shall make contributions to any candidate and his 
authorized political committees with respect to any election for Federal office which. in 
the aggregate, exceed $5,000. 

Section 44la(aX7)(I90() of Title 2 of the United States Code states that 
expenditures made by any person in cooperation, consultation, or concert, with, or at the 
request or suggestion of, a candidate, his authorized political committees, or their agents, 
shalll be considered to be contribution to such candidate. 

Section 100.7(a)(l) of Title t 1 of the Code of Federal Regulations states, 
in part, that the term contribution includes the following payments, services or other 
things of value: a gift, subscription, loan advance or deposit of money or anything of 
value made by any person for the purpose of influencing any election for F e d d  office. 
Section 100.7(a)(l)(iii)(A) of Tittle 11 of the Code of Federal Regulations states that for 
purposes of 11 CFR IOO..S(a)(l), the term anything of value includes all in-kind 
contributions. Umless specifically exempted under 11 CFR 100.7@), the provision of any 
goods or services is a contribution. 

The Primary Committee made payments to the Sheraton New York Hotel 
& Towers (the Sheraton) totaling $252,555. One of the payments was a wire transfer on 
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January 4, 1996 in amount of $134,739, which a p p - e d  to represent a deposit. In 
addition, the Primary Committee received and paid an estimated bill for an event in the 
amountof$117,816. 

In response to the Audit sta f fs  inquiry, the Prinmy Committee provided 
the following chronology regarding the payments made to the Sheraton. The payment of 
$134,739 pertained to ap1 event scheduled to OCCUT in Januapy, 1996. This event was 
subsequently canceled. The Sheraton sent the Primary Committee a refund of 
$1 03,260?9 a cancellation fee of $3 1,479 was charged. ’Fhis event was then rescheduled 
toFebruary 15,1996. OnFebrunry8,1996,a$117,816paymentwasmadetothe 
Sheraton for the February 15,1996 event. Finally, the Primary Committee stated the 
DNC invited some of its donors to the event, and based on the number of DNC attendees 
and the expenses incurred by DNC staff ,  the DNC paid $1 9,832. The Primary Committee 
provided a copy of an invoice issued by the Sheraton to the Primary Committee, dated 
March 8,1996, in the amount of $142,322 plus a copy of an estimated bill issued by the 
Sheraton to the DNC for $19,832. 

Costs itemized on the DNC’s estimated bill were: &mer ($13,200), floral 
($446), linen ($185), stanchions, ropes, pipe and drape, ($220), Clinton-GoreDNC office 
rental ($61 0). Clinton-Gore/DNC office phondfdprinter (S671), and sleeping rooms 
($4,500). Comparison of the charges listed on the Primary Committee’s invoice versus 
the charges listed on the estimated DNC bill, revealed that except for dinneis ($$13,200) 
floral ($446) and linen ($189, the remaining categories of itemized charges on the 
DNC’s estimated bill do not appear on the Primary Cornunittee’s invoice - the Primary 
Committee’s invoice apparently represents all charges billed by the Sheraton for the 
event. The expenses representing the difference, $6,001 ($19,832 - 13,83 1) appear to be 
related to the event, even though not included on the Sheraton’s March 8, 1996 invoice. 
Consequently, absent additional documentation, the Audit staff cannot determine how, or 
if, expenses totaling $10,675,30 as reflected on the Sheraton’s invoice issued to the 
Primary Committee were paid. 

The cost of the event appears to be a qualified campaign expense; the 
Sheraton invoice references a “ClintodGore ‘96 ReceptiodDinner.” Further, this event 
does not appear to represent a joint fundraising effort in which the DNC could have been 
a participant. Absent documentation demonstrating that the expenses paid by the DNC 
are expenses NOT in connection with the candidate’s campaign for nomination, the Audit 

I’ A copy of the r e h d  check was provided. 

Apparent total cost of event, $142,322 less $1 17,816 paid by the Primnary Committee. less $13.83 I 
paid by the DNC which can k associated with charges reflected on the invoice for the event. c 

M 
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staff considers the amount paid by the DNC to be an in-kind contribution Further, the 
value of the apparent in-kind contribution ($19,832) has been added to the amount of 
expenditures subject to the overall limitation. 

The Audit staffrecommends that, within 60 calendar days of service of this 
memorandum, the Primary Committee provide: 

The final invoice issued by the Slmaton to the DNC; 

an explanation as to the method used to “allocate” the costs of the event 
between the Primary Committee and the DNC, along with documentation 
to support that “allocation” ratio used; 

documentation, in the form of canceled check(@ that demonstrates the 
$1 0,675 in event expenses were paid; 

documentation to show how the expenses paid by the DNC are expenses 
not in connection with the candidate’s campaign for nomination, and thus 
not an in-kind contribution to the Primary Committee. 

Sections 441a(b)(l)(A) and (c) of Title 2 ofthe United States Code state, 
in part, that no candidate for the office of President of the United States who is eligible 
under section 9033 to receive payments fiom the Secretary of the Treasury may make 
expenditures in excess of $10,000,000 in the campaign for nomination for election to 
such office as adjusted by the Consumer Price Index published each year by the Bureau 
of Labor Statistics of the Department of Labor. 

Section 9035(a) of Title 26 of the Internal Revenue Code states, in par&, 
that no candidate shall knowingly incur qualified campaign expenses in excess of the 
expenditure limitation applicable under section 44 1 a (b)( 1)(A) of Title 2. 

Section 9032.9(a) of Title 1 1 of the Code of Federal Regulations states, in 
part, that a qualified campaign expense is one incurred by or on behalf of the candidate 
from the date the individual became a candidate through the last day of the candidate’s 
eligibility; made in cornextion with his campaign for nominaFion; and neither the 
incurrence nor the payment of which constitutes a violation of any law of the United 
States or the State in which the expense is incurred or paid. 

Sections 9033.1 l(a) and (b)(2)(A) of Title 11 of the Code of F e d d  
Regulations state, in part, that each candidate shall have the burden of proving that 
disbursements made by the candidate or his authorized committee me qualified campaign 
expenses as defined in 1 1 CFR 9032.9. For disbursements in excess of $200 to B payee, 
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the candidate shall present a canceled check negotiated by the payee and either a bill, an 
invoice or voucher h m  the payee stating the purpose of the disbursement. 

Sections 9034.4(e)(5) of Title 26 of the Code of Federal Regulations 
states, in relevant part, that the production costs for media communications that are 
broadcast both before and after the date ofthe Candidate’s nomination shall be attributed 
50% to the primary limitation and 50% to the general election limitation. 

Sections 9038.2@)(2)(i)(A) and ($(A) of Title 11 of the Code of Federal 
Regulations state, in part, that the Commission may determine that amount(s) of any 
payments made to a candidate from the matching payment account were used for the 
purposes other than to defray qualified campaign expenses. Further, an example of a 
Commission repayment determination under paragraph (b)(2) includes determinations 
that a candidate, a candidate’s authorized committee(s) or agents have made expenditures 
in excess of the limitations set forth in 1 1 CFR 9035. 

Section 9638.2@)(2)(iii) of Title 11 of the Code of Federal Regulations 
states, in part, that the mount of any repayment under this section shall bear the same 
ratio to the total amount determined to have been used for non qualified campaign 
expenses as the amount of matching fun& certified to the candidate bears to the 
candidate’s total deposits, as of 90 days after the candidate’s date of ineligibility. 

The expenditure limitation for the 1996 Primary election for nomination 
for the office of President of the United States was $30,910,060. 

From its inception through December 3 1,1997 the Primary Cornmitter: 
reported net operating expenditures (subject to the limitation) of $30,727,701. 

Our analysis of expenditures subject to the limit indicated, based on 
information made available during fieldwork, that the limitation had been exceeded by 
$46,067.9 14. 

Certain adjustments made by the Audit staffto reported expenditures 
subject to the limitation are detailed below. 

1. 

Based on a review of the Primary Committee’s expense printouts 
and work sheets, it was determined that there were additional expenses as well as other 
headquarter departments that were entitled to the compliance exemption. The total 
amount of expenditures that were considered exempt legal and accounting is $363,668. 
This amount will be subtracted from expenditures subject to the limit pending 
amendments to be filed by the Primary Committee. 

2. 
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The Primary Committee docated as 100% exempt compliance all 
expenses incurred in the legal and matching fund cost group. Legal and accounting 
expenses i n c d  solely for the purpose of ensuring compliance with the Federal 
Election Campaign Act do not count against the overall expenditure limitation. In 
addition, costs associated with the preparation of matching fund subrnissions are 
consideredl exempt legal and accounting. However, “costs associated with the preparation 
of matching fund submissions” does not include data entry or batching contributions for 
deposit. Likewise, the cost of legal services, including the review and enforcement of 
committee contracts, is not viewed as 100% exempt compliance. The Primary 
Committee did not charge any of these expenses to the expenditure l i t a t i on .  

The Primary Committee’s contributions were processed in its Little 
Rock, Arkansas Headquarters. The contribution process included not only those 
activities that relate to the preparation of matching fund submissions, but also included 
data entry and batching of contributions for deposit. Its legal department performed 
duties such as negotiating contracts as well as the collection ofrent due fiom a tenant, 
both of which are not related solely to ensuring compliance with the Act. 

In response, the Primary Committee states ‘‘[tlhe Committee has 
allocated 100% of staff attorney Ken Stem’s time to accounting since he primarily 
provided services not directly related to compliance.” In addition, the response states that 
“other staffattorneys were assigned to compliance activities with minimal time 
committed to other services.” 

With respect to the Matching Fund Submission Department, the 
Primary Committee stated that “all of the costs allocated by the Committee to Department 
I45 watching Fund Department] were related to processing contributions.” The Primary 
Committee submitted a calculation for staff who performed data entry, batch processing 
and other duties unrelated to matching funds. The Primary Committee calculated 17.33% 
of the duties performed by Matching Fund Submission staff related to accounting. 

The Primary Committee appears to concur with the Audit staff that 
the legal department and the matching fund department were not performing 100% 
exempt activities. However, the Financial Control and Compliance manual provides that 
each allocable cost group must be allocated by a single method on a consistent basis. The 
Primary Committee may not allocate costs within a particular group by different methods, 
such as allocating the payroll of some individuals by the standard 10 percent method, and 
other individuals by a committee-developed percentage supported by records indicating 
the functions and duties of the individuals. However, different cost groups may be 
allocated by different methods. 

Therefore, it is the opinion of the Audit staff ,  that an 85% exempt 
legal and accounting allocation for the legal department and the matching fund 
department is a reasonable and consistent method of allocating the activities in these cost 
groups. This allocation will add $395,187 to the overall expenditure limitation. 
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The Committee allocated costs associated with its headquarter 
departments either loo%, 85% or 5% to exempt legal and accounting and the remainder, 
was allocated to operating expenditures. Therefore to insure the accuracy of the 
calculation of expenditures subject to the limit, if an asset or service when purchased or 
provided was allocated 85% to exempt legal and accounting and 15% to operating, the 
proceeds from the sale of that asset or a refund related to that service should be credited 
85% exempt legal and accounting and the remaining 15% to operating. During our 
review of refunds and rebates received by the Primnary Committee, it was determined that 
certain amounts were offset 100% agngainst the overall expenditure limitation. The correct 
allocation of r e h d s  and rebates will add $170,857 to the overall expenditure limitation. 

4. 

a. Salary and Overhead 

The GELAC paid the Primay Committee $15 1,757 for 
salary and overhead of Primary Committee staff who worked on GELAC activities prior 
to the Candidate’s date of ineligibility. However, except for the periods when th? office 
is staffed only by persons working exclusively on general election campaign preparations 
are such expenses considered a general election expense. Expenses for salary and 
overhead that were allocated between the Primary Committee and the GELAC were not 
exclusively general election in nature, and therefore were primary expenses. Based on 
our review of GELAC documentation, we determined that $62,879 in salary and 
overhead expenses were associated with staff working exclusively on GELAC. 
Accordingly, the Primary should reimburse the GELAC $88,878 ($151,757 - $62,879). 
Of this amount ($88,878) only $23,033 was applied by the Primary Committee as an 
offset to expenditures subject to the limitation. Therefore, the Audit staff has added 
$23,033 to the ovedl  expenditure limitation. 

b. Sublease Payments 

The Primary Committee paid rent to 1100 21st Association 
Ltd. Patnership for the months of July and August. The General Committee paid rent for 
office space for the remaining months of September through November. During the lease 
period the primargr Committee subleased a portion of its office space to the firm 
Dickstein, SRapiro, Morin & Oshmky LLP (DS). The sublease rent payments, totaling 
$76,716, were deposited into the Primary Committee’s account and subsequently offset 
against expenditures subject to the limitation. The Audit staff calculated that the Primary 
Committee owes the General Committee 539,45 1 ?’ The Primary Committee in its 
’I This amount was derived by pro rating S14.033 for thm days in August, 1996 plus 314,033 each 

for September, October, and November less the amount of rent (S4.007) paid by the Primary 
Committee which should have been paid by the Gciirml Committee for the period 8/29/96 
8/31/96. 
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response calculated that the Bhimary Committee owed the General Committee $43,0Q5. 
However, the Primary Committee did not consider in its caiculation rent that the General 
Committee should have paid for August 29 - 3 1. This will add $39,45 1 to the overall 
expenditure limjtation. 

Shown below is tihe calculation of the exppnditms sub@: 
to the limit:. 



35 

CLINTONIGORE '96 PRIMARY COMMITEE, MC. 
ANALYSIS OF EXPJNDITURES SUBJECT TO LIMITATION 

AMOUNT REPORTED BY THE COMMITTEE AT DECEMBER 3 1,1997 

LESS: 

ADDITIONAL HEADQUARTER DEPARTMENTS AND EXPEN'DI'NRES 
CONSIDERED EXEMPT LEGAL AND A C C 0 U " G  

FOR AMENDMENTS TO BE FILED 

WapENDITUaESSUBECTTOTHEL~PENDMG 
AhENDMENTS To BE FILED 

A D D  

DEBTS OWED BY THE COMMITTEE AT DECEMBER 3 I, 1997 

15% FOR LEGAL DEPAR'MENT AND MATCHING FUND DEPARTMENT 
NOT CONSIDERED 100% EXEMPT COMPLIANCE 

REFUNDS, REBATES AND THE SALE OF ASSETS 

INCORRECTLY OFFSET AGAINST THE LIMIT 

PAYABLE TO CLINTONniORE '96 GENERAL ELECTION COMPLIANCE 
FUND FOR SALARY AND OVERHEAD PRE DO1 

D E  TO CLINTON/GORE '96 GENERAL COMMITIEE 
C 0 " n Q N  TRAVEL 
SUBLEASE PAYMENTS 

M-KI%JD CONTRIBUTION FOR EVENT COSTS 

SUBTOTAL 

$46,036 
S39.451 

$30,727,70 I 

$363.668 A/ 

$30,364,033 

$104,759 El 

$395,187 CI 

$170,857 W 

$23,033 El 

$85,487 FI 

$19,832 GI 

$31.163.188 
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LESS 

DEBTS OWED M THE CO- AT DECEMBER 31,1997 $361,860 W 

AMOUNT DUE FROM CLINTON/GORE '96 GENERAL COMMU"EE $87,159 
BISMARK ENTEReRlSES $22,984 
AT &T PHONE LEASE $63,736 
GTE $439 

ExpENDlTuRES SUBJECT TO PRIMARY SPENDING LIMITATION AT 
DECEMBER 3 1,1997 

$30,714,169 

PRIMARY EXPWITU1RE LIMITATION $309910,000 

AMOUNT OVEW(UNDER) ($195.83 1) 

If the DNC Media earpmse~ (see Finding IILA.) &re determined to be a 
contribution in-kind to the Primary Cornmiltee, the following will result: 

DNC MEDIA EXPmSES M6263.745 

EXPENDITURES SUBJECT TO P W Y  SPENDING LIMITATION $76,917,914 

PRIMARY EXPENDITURE LIMITATION $ ~ O , ~ I O , O O O  

EXPENDITURES IN EXCESS OF PRIMARY SPENDING LIMITATION 46(162434 
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FOOTNOTES 

This amount represents additional headquarter d e p m c n t s  as well as expenses 
that are considered exempt legal and accounting subject to amendments to be 
filed. See Finding 1II.D. 1. 

Debts owed by the Primary Committee as reported in its December 3 1,1997 
Disclosure Reports Schedule D. 

This amount represents 15% of the legal department and the matching fund 
department expenses that, based on a review of salary and overhead, are not 
exclusively matching h d s  or legal costs. See Finding III.D.2. 

This amount is for refunds, rebates and the sale of assets that were offset 100% 
against the limit by the Primary Committee. However, the documentation 
indicated that only a portion of the r e b d  (1 5% to 95%) should have been offser 
against the expenditure limit. See Finding III.D.3. 

This amount repments the amount, pre date of eligibility, of salary and overhead 
expenses that were offset against the limit, the balance was an offset to exempt 
legal and accounting expenses. See Finding III.D.4.a. 

This represents fravel from the Democratic National Convention paid by the 
General Committee (see General Committee’s ECM, Finding III.C.1.) and 
sublease payments (see Finding III.D.4.b). 

This represents an apparent in-kind contribution by the DNC for event expenses. 
See Finding 1II.C. 

A refund from the November 5 Group is due the Primary Committee according to 
its Year End 1997 disclosure report. 

The amount due fmm the General Committee for Bismarck Enterprises and 
AT&T are amounts paid by the Primary Committee but should have been paid by 
the GenepEll CoIplmiatee. See Finding 1II.B. 1 .a. and b. The GTE amount ofS4.89 
is ca painaary r e h d  that was mistakenly deposited into the General Committee’s 
bank account. 
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The Audit staff recommends that, within 40 calendar days of service of tis 
memorandum, the Primary Committee demonstrate that it has not exceeded the spending 
l i t a t i o n  at 2 U.S.C. 441a (b)(l)(A). Absent such a demomtntion, the Audit staff will 
recommend that the Commission determine that %13,412,19832 is repayable to the U.S. 
Trea~w.3~ If it is determined that the irm-kind contribution is on behalf of the General 
Committee there would be no repayment by the Primary Committee, since the limitation 
at 2 U.S.C. 44la(b)(l)(A) would not have been exceeded. 

E. 

Section 9034.5 (a) of Title 11 of the Code of Federal Regulations requires 
that within 15 calendar days after the candidate’s date of ineligibility, the candidate shall 
submit a statement of net outstanding campaign obligations which reflects the total of all 
net outstanding obligations for qualified campaign expenses plus estimated necessary 
winding down costs. 

In addition, Section 9034.1 (b) of Title 1 1 of the Code of Federal 
Regulations states, in pt, that if on the date of ineligibility a candidate has net 
outstanding campaign obligations as defined under I 1 CFR 49034.5, that candidate may 
continue to receive matching payments provided that on the date of payment there are 
remaining net outstanding campaign obligations. 

President Clinton’s date of ineligibility was August 28, 1996. Dx Audit 
staff reviewed the Committee’s financial activity through December 3 1,1997, analyzed 
winding down costs, and prepared the Statement of Net Outstanding Campaign 
Obligations which appears below. 

Xis amount may require a downward adjustment pending final resolution of the repayment 
m a m  noted at Finding 1II.B. 

It should be noted that the pro-rata repayment bawd on the mount in excess of the limitation 
would be 514,560,317 ($46,067,914 x .316062). however, the repayment amount can not exceed 
the amount of matching funds rcceived by the Primary Committee. Ihc Primary Committee 
received 913,412,198 in matching funds. 

31 

33 

c 
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CLINTON/GORE '96 PRIMARY COWITEE,  MC. 
STATEMENT OF NET QUTSTAMNNG CAMPAIGN QBLIGATIQNS 

as of August 28,lQBg 
as determined through December 31,1997 

ASSETS 

Cash in Bank 
Cash on Hand 
Inves!mnts in U.S. Tmsuries 

Acwunts Receivable: 

Accrued Interest 
Vendor Deposits 
Due from GELAC 
ClintonlGore '96 General Committee 
Vendor Refunds 

Capital Assets 

Total Assets 

OBLfGATlQNS 

Accounts Payable fcr Qw!iffied Campaign Expnses 
Refunds of Contributions 

Federal Income Tax 

Amount h e  GELAC 
Amount Due General Committee 
Amount Due U.§. Treamy - §tal& Checks 

Actual Winding Down Expenses 
Deounba6,1996-Decemba31,19!47 

Estimated Wmdhg Dowa Expenso 
J~uW 1,1998 - Decffnba 31.1999 

Total Obligations 

Net Outstanding Campaign Obligations (Deficit) 

$3,390,406 (1) 
292 

2.14g.WO 

9,171 (2) 
54,933 (3) 

151,757 (4) 
87,159 (5) 

385,568 (6) 

497,427 (7) 

6,723,663 

4,318,509 (8) 
7,275 (9) 

165,480 (10) 

88,879 (11) 
46,036 (12) 
38,164 (13) 

1,822,556 

2.655.799 

19.72.146', 
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(1) 

(2) 
(3) 

Audited Bank Reconciliation at 8/28/96 which includes stale-dated checks dated on or before date 
of ineligibility added back to cash in bank balance. 
Accrued interest income is recognized from 7/25/96 - 8/28/96. 
This amount represents an analysis of Committee's work sheet dated 4/25/97 relative to 
outstanding deposits; however, it appears that the Committee failed to rece&ze the receipt and 
deposit of certain predate of ineligibility deposits. 
This amount refleets GELAC reimbursements to the primary Committee for GELAC salaries and (4) 
overhead expenses initially paid by the primary Committee on or before 8/28/96. An offset 
($88,879) was calculated by the Audit M t o  reflect the expenses of individuals not working 
exclusively on GELAC matans (see Note 11). 
This amount npnsents: (a) primary Committee payment ($22.984) to Bismarck Enterprises for 
catering services provided to the General Committee; (b) an amount ($63,736) paid by the 
Rimary Committee through July 1996 for an ATBrT phone Iwc in excess of the amount as 
calculated per Primary Committee workpapers; (c) a GTE refund ($439) addressed to the Primary 
Committee but erroneously deposited by the General Committee. 
Amounts deposited post date of ineligibility for tramactions made on or before date of 
ineligibility; also includes a reported outstanding amount (5361,860) at year-end '97 from Squier 
Knapp Ochs (SKO). 
Recognition of gross capital assets including soahrare and licensing fees less depreciation Of 40%. 
Reflects actual accounts payable lhrougb 123 1/97 absent a reduction to accounts payable for post 
date of ineligibility stale-dated checks and windmg down costs. 
Represents contibutions dated 8/28/96 or before and relimded to contributors. 
This amount reflects the tax liability for investment income and interest from deposits realized and 
recognized for the period 1/1/96-8/28/96. 
This offsets the GELAC reimbmement to the Primary Committee at Note 4; the difference of 
$62,878 repnsents the allowable reimbursement by GELAC for staff working 100% on GELAC 
matters prior to date of ineligibility. 
This amount represents; (a) DNC Convention related travel on TWA paid ($40,900) by the 
General Committee; @) a leg of DNC Convention travel from Chicago to Cape Girardeau, MO 
relative to the Primary Committee that was paid ($5,136) by the General Committee. 
Primary Committee's outstanding checks to vendors or contributors that have not been cashed. 
This amount is based on the primary Committee's actual 1997 year-end winding down expenses. 
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Section 9038.6 of Title 11 of the Code of Federal Regulations states that if 
the committee has checks outstanding to creditors or contributions that have not been 
cashed, the committee shall notify the Commission. The committee shall inform the 
Commission of its efforts to locate the payees, if such efforts have k n  necessary, and its 
efforts to encourage the payees to cash the outstanding checks. The committee shall also 
submit a check for the total amount of such outstanding checks, payable to the United 
States Treasury. 

During OW review of the Primary Committee's disbursement activity, the 
Audit staff identified 97 stale-dated checks totaling $38,164 dated between April 27, 
1995 and December 16, Z 997. The Audit staPf provided a schedule of the stde-dated 
check to the Primary Committee on Thursday, March 19,1998. 

The Audit staff recommends that within 60 calendar days of service of this 
memorandum, the Primary Committee present evidence that the checks were not 
outstanding (ie., copies of the from and back of the negotiated checks), or that the 
outstanding checks were voided andor that no P r i i  Committee obligation exists. 

Absent such documentation, the Audit staff will recommend that the Commission 
determine that $38,164 is payable to the United States Treasury. 
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EXHIBIT #1 
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DNC AND PRIMARY COMMITTEE ADS HAVING S A M E  AUDIO ANIP VIDEO 
C 0 " T  
WOTE: NON-ITALIC IS VOICE-OVER] 

P11 REAL TICKET CG13-30 
D795 DOLWGINGRICH QNC1228-30 

THE OVAL OFFICE fF IT WERE BOB DOLE SIlTlNG HERE HE WOULD HAVE ALREADY 
CUT h4EDICARE 270,000,000,000 DOLLARS TOXIC POLLUTERS OFF THE HOOK NO 
TO THE BRADY BILL 60,000 CRIMINALS ALLOWED TO BUY HANWjUNS AND SLASHED 
EDUCATION PRESIDENT CLINTON STOOD FIRM AND DEFENDED OUR VALUES BUT 
NEXT YEAR IF NEWT GMGRICH CONTROLS CONGRESS AND HIS PARTNER BOB DOLE 
ENT&RS THE OVAL OFFICE T?iER€ WLL BE NOBODY THERE TO STOP THEM 

P12 NOBODY CG14-30 
D796 THEM DNC1229-30 
THE OVAL OFFICE IF DOLE SITS HERE AND GP-IGRICH RUMS CONGRESS WHAT 
COULD HAPPEN W I C A R E  SLASHED WOMEN'S RIGHT TO CHOOSE GONE EDUCATION 
SCHOOL DRUG PROGRAMS CUT AM) A RISKY 550,000,000,000 DOLLAR ?LAN 
BALLOONS THE DEFICIT RAISES INTEREST RATES HURTS THE ECONOMY PRESIDENT 
CLINTON SAYS BALANCE THE BUDGET CUT TAXES FOR FAMILIES COLLEGE TUITION 
STANDS UP TO DOLE AND GWGRICH BUT IF DOLE WINS AND GMGRICH RUNS 
CONGRESS THERE WILL BE NOBODY THERE TO STOP THEM 

pi3 BACK' cm9-30 
D794 SCHEME DNC1227-30 
AMERICA'S ECONOMY IS COb4IIUG BACK 1 ~ , ~ o o , o ~ o  NEW JOBS WE MAKE MORE 
AUTOS THAN JAPAN HIGHER MllWdUM WAGE NOW BOB DOLE ENDANGERS IT ALL 
WITH A RISKY LAST MINUTE SCHEME THAT WOULD BALLOON THE DEFICIT HlGHER 
RJTEREST RATES HURT FAMILIES PRESIDENT CLINTON'S PLAN TAX CUTS FOR 
FAMILIES COLLEGE TUITIQN TAX CREDITS HEALTH MSURANCE YOU DON'T LOSE 
CHANGING JOBS WELFARE REFORM GROWTH PRESIDENT CLINTON MEETING OUR 
CHALLENGES BOB W L E  GAMBLWG WITH OUR FUTURE 

A Primary Committee ad entitled GAMBLE is nearly identical to BACK and SCHEME, the 
differences arc: rab Intern rates inslcad sfb$ber intenst rs&, barn the geonomy instead 
of hurt hml l i a .  

I 
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DNC ADS - CLINTON'S POSITIONS VS DOLE'S POSITIONS 
[NOTE: DOLE SPEAWNG IN ITBLICS, NON-ITALIC IS VOICE-OVER) 

D303 NQ DNC550-30 
WE SENT HIM THE FIRST BAALANCED BUDGET IN A GENERA TION AND HE VETOED IT 
WE'RE GOING TO VETO BILL C w "  T!-E FACTS THE PRESlDENT PROPOSES A 
BALANCED BUDGET PROTECTDIG MEDICARE EDUCATION TEE W I R 0 " T  BUT DOLE 
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,(tOQ,OOO AMERICANS DOLE 
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WELFARE 
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLANS IT'S TIME TO 
SAY YES TO THE CLINTON PLANS YES TO AMERICA'S FAMILIES 

D324 PROOF DNC580-30 
WE SENT HIM THE FIRSTBALhNCW BUDGETINA GENERATIONAND HE VETOW IT 
W E ' E  GOING TO YET0 BILL CLIMON THE FACTS THE PRESIDENT PRQPOSES A 
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE E N V l R 0 " T  BUT DOLE 
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,Q00,000 AMERICANS DOLE 
VOTES NO THE PRESIDENT BANS ASSAULT WEAPONS DEMANDS WORK FOR WELFARE 
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLANS IT'S TIME TO 
SAY YES TO THE CLINTON PLANS YES TO AMERICA'S FAMlLIES 

D346 FACTS DNC602-30 
WE SENT HIM THE FIRST BALANCED BUDGET IN A GENERATION AND HE VETOED IT 
WE'RE GOING TO VETO BILL CLINTON THE FACTS THE PRESIDENT PROPOSES A 
BALANCED BUDGET PROTECTING MEDICARE EDUCATION THE ENVIRONMENT BUT DOLT. 
IS VOTING NO THE PRESIDENT CUTS TAXES FOR 40,000,000 AMERICANS DOLE 
VOTES NO THE PRESIDENT DEMANDS WORK FOR WELFARE 
WHILE PROTECTING KIDS DOLE SAYS NO TO THE CLINTON PLAN IT'S TIME TO 
SAY YES TO THE CLINTON PLAN YES TO OUR FAMILIES AND OUR VALUES 

D767 ECONOMY DNC1200-30 
REMEMBER RECESSION JOBS LOST THE DOLE GOP BILL TRIES TO D M Y  NEARLY 
1,000,000 FAMILIES UNEMPLOYMENT BENEFITS HIGHER "EREST RATES 
lO,oOO,oOo UPI@MPMYED WlTH A DOLE AMENDMENT REPUBLICANS TRY TO BLOCK 
MORE JOB TRAINING TODAY WE MAKE MORE AUTOS THAN JAPAN RECORD 
CONSTRUCTION JOBS MORTGAGE RATES DOWN iG,GOO,OoS NEW JOBS MOR€ WOMEN 
OWNED COMPANIES THAN EVER THE PRESIDENT'S PLAN EDUCATION JQB TRAINING 
ECONOMC GROWTH FOR A BETTER FUTURE 
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D797 RISKY DNC1230-30 
BOB DOLE ATTACKING THE PRESIDENT BUT PRESIDENT CLINTON CUT TAXES FOR 
15,000,000 WORKING FAMILIES PROPOSES TAX CREDITS F0R COLLEGE BOB DOLE 
VOTED TO RAISE PAYROLL TAXES SOCIAL SECURlTY TAXES THE 90 INCOME TAX 
INCREASE 900,~00,000,000 IN HIGHER TAXES HIS RISKY TAX SCHEME TO HELP 
PAY FOR IT EXPERTS SAY DOLE AND GMGRlCH WILL HAVE TO CUT MEDICARE 
EDUCATION W 1 R O " T  BOB DOLE RAISING TAXES TRYING TO CUT MEDICARE 
RUNNING FROM HIS RECORD 



Exit Conference Memomdm on 
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12 DNC ADS - CLINTON'S POSITIONS VS "DOLE GINGRICH" POSITIONS 
D\IOTE: NON-ITALIC IS VOICE-OVER] 

D212 TABLE DNC420-30 
THE GINGRICH DOLE BUDGET PLAN DOCTORS CHARGING MORE THAN MEDICARE 
ALLOWS HEADSTART SCHOOL ANTI DRUG HELP SLASHED CHILDREN DENIED 
ADEQUATE MEDICAL CARE TOXIC POLLUTERS LET OFF THE HOOK BUT PRESIDENT 
CLINTON HAS PUT A BALANCED BUDGET PLAN ON THE TABLE PROTECTING 
MEDICARE MEDICAID EDUCATION ENVIRONMENT THE PRESIDENT CUTS TAXES AND 
PROTECTS OUR VALUES BUT DOLE AND GINGRICH JU§T WALKED AWAY THAT'S 
WRONG THEY MUST AGREE TO BALANCE THE BUDGET WITHOUT HURTMG AMERICA'S 
FAMILIES 

D348 SUPPORTS DNC610-30 
THIS DOLE GINGRICH ATTACK AD HAS THE FACTS ALL WRONG PRESIDENT CLINTON 
SUPPORTS TAX CREDITS FOR FAMILIES WITH CHILDREN BUT WHEN DOLE AND 
GINGRICH INSISTED ON RAISING TAXES ON WORKING FAMILIES HUGE CUTS IN 
MEDICARE EDUCATION CUTS IN TOXIC CLEANUP CLINTON VETOED IT THE 
PRESIDENT'S PLAN PRESERVE MEDICARE DEDUCT COLLEGE TUITION SAVE ANTI 
DRUG PROGRAMS BUT DOLE GINGRICH VOTE NO NO TO AMERICA'S FAMILIES THE 
PRESIDENT'S PLAN MEETING OUR CHALLENGES PROTECTING OUR VALUES 

D379 PHOTO DNC641-30 
60,000 FELONS AND FUGITIVES TRIED TO BUY HANDGUNS BUT COULDN'T BECAUSE 
PRESIDENT CLINTON PASSED THE BRADY BILL FIVE DAY WAITS BACKGROUND 
CHECKS BUT DOLE AND GINGRICH VOTED NO 100,~Oo NEW POLICE BECAUSE 
PRESIDENT CLINTON DELIVERED DOLE AND GINGRICH VOTED NO WANT TO REPEAL 
IT STRENGTHEN SCHOOL ANTI DRUG PROGRAMS PRESIDENT C L N O N  DID IT DQLE 
AND GINGRICH NO AGAIN THEIR OLD WAYS DON'T WORK PRESIDENT CLINTON'S 
PLANS THE NEW WAY MEETING OUR CHALLENGES PROTECTING OUR VALUES 

D404 BACKGROUND DNC680-30 
60,000 FELONS AND FUGITIVES TRIED TO BUY HANDGUNS BUT COULDN'T BECAUSE 
PRESIDENT CLINTON PASSED THE BRADY BILL BACKGROUND CHECKS DOLE AND 
GINGRICH VOTED NO AND NOW WANT TO REPEAL THE ASSAWLT WEAPONS BAN 
~00,000 NEW POLICE PRESIDENT CLINTON DELWERED DOLE AND OINGRICH VOTED 
NO STRENGTHEN SCHOOL ANTI DRUG PROGRAMS PRESIDENT CLINTON DID IT 
REPUBLICANS PLAN TO CUT HELP TO SCHOOLS OLD WAYS DON'T WORK PRESIDENT 
CLINTON'S PLANS THE NEW WAY 2MEETMG OUR CHALLENGES PROTECTING OUR 
VALUES 
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D433 FINISH DNC710-30 
HEADSTART STUDENT LOANS TOXIC CLEANUP EXTRA POLICE ANTI DRUG PROGRAMS 
DOLE GINGRICH WANTED THEM CUT NOW THEY'RE SAFE PROTECTED IN THE 96 
BUDGET BECAUSE THE PRESIDENT STOOD FIRM DOLE GINGRICH DEADLOCK 
GRIDLOCK SHUT DOWNS THE PRESIDENT'S PLAN FINISH THE JOB BALANCE THE 
BUDGET REFORM WELFARE CUT TAXES PROTECT MEDICARE PRESIDENT CLINTON 
SAYS GET IT DONE MEET OUR CHALLENGES PROTECT OUR VALUES 

D458 S A M E  DNC740-30 
AMERICA'S VALUES HEADSTART STUDENT LOANS TOXIC CLEANUP EXTRA POLICE 
PROTECTED IN THE BUDGET AGREEMENT T€E PRESIDEN STBOD FIRM DOLE 
GINGRICH'S LATEST PLAN INCLUDES TAX HIKES ON WORKING FAMILIES UP TO 
~8,000,000 CHILDREN FACE HEALTHCARE CUTS kEDICARE SLASHED 
167,000,000,000 T" DOLE RESlGNS LEAVING BEHIND GRIDLOCK HE AND 
GINGRICH CREATED THE PRESIDENT'S PLAN POLITKS MUST WAIT BALANCE THE 
BUDGET REFORM WELFARE PROTECT OUR VALUES 

D483 SIDE DNC770-30 
AMERICA'S VALUES THE PRESIDENT BANS DEADLY ASSAULT WEAPONS DQLE 
GINGRICH VOTE NO THE PRESIDENT PASSES FAMILY LEAVE DGLE GINGRICH VOTE 
NO THE PRESIDENT STANDS FIRM A BALANCED BUDGET PROTECTS MEDlCARE 
DISABLED CHILDREN NO AGAIN NOW DOLE RESIGNS LEAVES GRIDLOCK HE AND 
GINGRICH CREATED THE PRESIDENT'S PLAN BALANCE THE BUDGET PROTECT 
MEDlCARE REFORM WELFARE DO QUR DUTY TQ OUR PARENTS OUR CHILDREN 
AMERICA'S VALUES 

D557 DEFEND DNC950-30 
PROTECTMG FAMILIES FOR MILLIONS OF WORKING FAMILIES PRESIDENT CLINTON 
CUT TAXES THE DOLE GINGRICH BUM3ET TRIED TO RAISE TAXES ON 8,000,0~0 
THE W L E  GINGRICH BUDGET WOULD HAVE SLASHED MEDICARE 270,000,000,000 
CUT COLLEGE SCHOLARSHIPS THE PRESIDENT D E F W E D  OUR VALUES PROTECTED 
MEDICARE AND NOW A TAX CUT OF 1,500 DOLLARS A YEAR FOR THE FIRST TWO 
YEARS OF COLLEGE MOST COMMUNlTY COLLEGES FREE HELP ADULTS GO BACK TO 
SCHOOL THE PRESIDENT'S PLAN PROTECTS OUR VALUES 
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D627 ANOTHER DNC1001-30 
ANOTHER NEGATIVE REPUBLICAN AD WRONG PRESIDENT CLMTON INCREASED 
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF 
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED 
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE 
GINGRICH BUDGET TRIED TO REPEAL ~00,000 NEW POLICE DOLE GMGRICH TRIED 
TO SLASH SCHOOL ANTl DRUG PROGR4MS ONLY PRESIDENT C L N O N ' S  PLAN 
PROTECTS OUR JOBS OUR VALUES 

D592 VALUES DNC 1040-30 
AMENCAN VALUES DO OUR DUTY TO OUR PARENTS PRESIDENT CLINTON PROTECTS 
MEDICARE THE DOLE GINGRICH BUDGET TRIED TO CUT MEDICARE 
270,000,000,000 PROTECT FAMILIES PRESIDENT CLINTON CUT TAXES FOR 
MILLIONS OF WORKING FAMILIES THE DOLE GWGRICH BUDGET TRIED TO RAISE 
TAXES ON 8,000,000 OF THEM OPPORTUNITY PRESIDENT CLINTON PROPOSES TAX 
BREAKS FOR TUITION THE DOLE GMGRICH BUDGET TRIED TO SLASH COLLEGE 
SCHOLARSHIPS ONLY PRESIDENT CLINTON'S PLAN MEETS OUR CHALLENGES 
PROTECTS OUR VALUES 

D697 INCREASED DNCll20-30 
ANOTHER NEGATIVE REPUBLICAN AD MISLEADING PRESIDENT CLINTON INCREASED 
BORDER PATROLS 40 PERCENT TO CATCH ILLEGAL IMMIGRANTS RECORD NUMBER OF 
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED 
PROTECTING US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE DOLE 
GMGRlCH BUDGET TRIED TO REPEAL 1oo,ooo NEW POLICE DOLE GINGRICH TRIED 
TO SLASH SCHOOL ANTI DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN 
PROTECTS OUR JOBS OUR VALUES 

D732 ENOUGH DNCl160-30 
ANOTHER NEGATIVE REPUBLICAN AD MISL.EADMG PRESIDENT CLINTON INCREASED 
BORDER PATROLS 40 PERCENT TO CATCH ULLEGAL 1MMIGRANTS RECOW NUMBER OF 
DEPORTATIONS NO WELFARE FOR ILLEGAL ALIENS REPUBLICANS OPPOSED 
PROTECTPIG US WORKERS FROM REPLACEMENT BY FOREIGN WORKERS THE W L E  
GINGRICH BUDGET TRIED TO REPEAL 100,000 NEW POLICE DOLE GINGRICH TRIED 
TO SLASH SCHOOL ANTl DRUG PROGRAMS ONLY PRESIDENT CLINTON'S PLAN 
PROTECTS OUR JOBS OUR VALUES 
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13 DNC ADS - CLINTON'S POSITIONS VS " "E REPUBLICANS' " POSITIONS 
VOTE: NON-ITALIC IS VOICE-OVER, BOLD TYPE IS GINGRICH SPEAKING] 

D1 PROTECT DNC10-30 
MEDICARE LIFELINE FOR OUR ELDERLY THERE IS A WAY TO PROTECT MEDICARE 
BENEFITS AND BALANCE TIE BUDGET PRESIDENT CLINTON WHO CUT GOVERNMENT 
WASTE REDUCED EXCESS SPENDING SLOWED MEDICAL INFLATION TME REPUBLICANS 
DISAGREE THEY WANT TO CUT MEDICARE 270 BILLION DOLLARS CHARGING 
ELDERLY 600 MORE A YEAR FOR MEDICAL CARE 1700 MORE FOR HOME CARE 
PROTECT MEDICARE BENEFITS OR CUT THEM A DECISION THAT TOUCHES US ALL 

DlO MORAL DNCll-30 
AS AMERICANS THERE ARE SOME THINGS WE DONE SIMPLY AND SOLELY BECAUSE 
THEY'RE M O W  RIGHT AND GOOD TREATING OUR ELDERLY WITH DIGNITY IS ONE 
OF THESE THINGS WE CREATED MEDICARE NOT BECAUSE IT WAS CHEAP OR EASY 
BUT BECAUSE IT WAS THE RIGHT THING TO DO THE REPUBLICANS ARE WRONG TO 
WANT TO CUT MEDICARE BENEFITS AND PRESIDENT C L W O N  IS RIGHT TO 
PROTECT hilEDICARE RIGHT TO DEFEND OUR DEClSlON AS A NATION TO DO WHAT'S 
MORAL GOOD AND RIGHT BY OUR ELDERLY 

D19 EMMA DNC54-30 
PRESERVING MEDICARE FOR THE NEXT GENERATION THE WGHT CHOICE BUT 
WHAT'S THE RIGHT WAY REPUBLICANS SAY DOUBLE PREMIUMS DEDUCTIBLES NO 
COVERAGE IF YOU'RE UNDER SIXTY-SEVEN 270 BILLION IN CUTS BUT LESS THAN 
HALF THE MONEY REACHES THE MEDICARE TRUST FUND THAT'S WRONG WE CAN 
SECURE MEDICARE WITHOUT THESE NEW COSTS ON THE ELDERLY THAT'S THE 
PRESIDENT'S PLAN CUT WASTE CONTROL COSTS SAVE MEDICARE BALANCE THE 
BUDGET THE RIGHT CHOICE FOR OUR FAMILIES 

D38 SAND DNC12Q-30 
THERE ARE BELIEFS AND VALUES THAT TlE AMERICANS TOGETHER IN WASHINGTON 
THESE VALUES GET LOST IN THE TUG OF WAR BUT WHAT'S RIGHT MATTERS WORK 
NOT WELFARE IS M G m  PUBLIC EDUCATION IS RIGHT MEDICARE IS RIGHT A TAX 
CUT FOR WORKING FAMILIES IS RIGHT THESE VALUES ARE BEHIND THE 
PRESIDENT'S BAL<ANCED BUDGET PLAN VALUES REPUBLICANS IGNORE CONGRESS 
SHOULD JOIN THE PRESIDENT AND BACK THESE VALUES SO INSTEAD OF A TUG OF 
WAR WE COME TOGETHER AND DO WHAT% RIGHT FOR OUR FAMILIES 
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D58 FAMILIES DNC170-30 
OUR FAMILIES NEED MEDICARE BUT NOW WE LEARN TIlE TRUTH NOW WE DON'T GET 
RID OF IT IN ROUND ONE BECAUSE WE DON'T THlNK THAT THAT'S POLITICALLY 
SMART WE DON'T THINK THAT'S THE IUCBT WAY TO GO THROUGH A TRANSITION 
BUT WE BELIEVE IT'S GOING TO WlTHER ON THE VINE AND NOW THE 
REPUBLICANS IN CONGRESS WANT THE PRESIDENT TO CUT A DEAL AND JUST LET 
MEDICARE WITHER ON THE VINE NO DEAL THE PRESIDENT WILL VETQ AYI' BILL 
THAT CUTS MEDICARE BENEFITS EDUCATION OR HARMS THE ENVIRONMENT THE 
PRESIDENT BELIEVES WE MUST DO OUR DUTY BY OUR PARENTS AND PROVIDE OUR 
CHILDREN WITH OPPORTUNITY 

D78 THREATEN DlrIC200-30 
THE TRUTH ON MEDiCARE NOW WE DON'T GET RID OF IT IN ROUND ONE BECAUSE 
WE DON'T THINK THAT THAT'S POLITICALLY SMART WE DON'T THINK THAT'S THE 
RIGHT WAY TO GO THROUGH A TRANSITION BUT WE BELIEVE IT'S GOING TO 
WITRER ON W E  VINE MEDICARE WITHER ON 'THE VINE BUT PRESIDENT CLINTON 
WILL VETO ANY BILL THAT CUTS MEDICARE BENEFITS EDUCATION OR THE 
ENVIRONMENT NOW REPUBLlCANS THREATEN TO CLOSE THE GOVERNMENT DWA" IF 
THE PRESIDENT WON'T CUT MEDICARE AND EDUCATION NO DEAL THE PRESIDENT 
w u  DO RIGHT BY OUR ELDERLY AND OUR CHILDIZEN W A T  OR NO THREAT 

D120 PRESIDENTS DNC261-30 
THE CONSTITUTION PRESIDENTS HAVE USED THE POWER IT GIVES THEM TO 
PROTECT OUR VALUES THAT'S WHY THE 42hP PRESIDENT IS STANDING FIRM FOR 
HIS BALANCED BUDGET PLAN THE PRESIDENT'S BALANCED BUDGET PROTECTS OUR 
ELDERLY REPUBLlCANS IN CGKGRESS CUT MEDICARE 270 BILLION DOLLARS THE 
PRESIDENT% BALANCED BUDGET SECURES OPPORI'UNITY FOR OUR CHILDREN 
REPUBLICANS CUT EDUCATION 30 BILLION THAT'S WHY THE PRESIDENT IS 
VETOING THE REPUBLICAN BUDGET STANDING UP FOR WE THE PEOPLE 

D99 FIRM DNC270-30 
THE CONSnTVIlON PRESIDENTS HAVE USED THE POWER IT GIVES THEM TO 
PROTECT OUR VALUES THAT'S WHY THE 42Nn PRESIDENT IS STANDING FIRM FOR 
HIS BALANCED BUDGET PLAN THE PRESIDEW'S BALANCED BUDGET PROTECTS OUR 
ELDERLY REPUBLlCANS IN CONGRESS CUT MEDICARE 270 B!LLION DOLLARS THE 
PRESIDENT'S BALANCED BUDGET SECURES OPPORTUNITY FOR OUR CHILDREN 
REPUBLICANS CUT EDUCATION 30 BILLION THAT'S WHY THE PRESIDENT IS 
VETOING THE REPUBLICAN BUDGET STANDING UP FOR WE THE PEOPLE 



Exit Conference Memorandum on 
ClintodGore '96 Primary Committee, Inc. 

EXHIBIT #4 
Page 3 of4 

D141 PEOPLE DNC300-30 
BELLE IS DOING FINE BUT MEDICARE COULD BE CUT NICHOLAS IS GOING TO 
COLLEGE BUT HIS SCHOLARSHIP COULD BE GONE 1'HE STAKES IN THE BUDGET 
DEBATE JOSHUA'S DOING WELL BUT HELP FOR HIS DISABILITY COULD BE CUT 
PRESIDENT CLINTON STANDING FIRM TO PROTECT PEOPLE MAITHEW BOUGHT A 
HOUSE BUT WILL THE WATER BE SAFE TO DRINK MIKE HAS A JOB BUT NEW TAXES 
IN THE REPUBLICAN BUDGET COULD SET HIM BACK, PRESIDENT CLINTON SAYS 
BALANCE THE BUDGET BUT PROTECT OUR FAMILIES, 

D163 CHILDREN DNC330-30 
AMERICA'S CHILDREN 7,000,000 PUSHED TOWARU POVERTY BY HIGHER TAXES ON 
WORKING FAMILIES 4,000,000 CHILDREN GET S a  STANDARD HEALTH CARE 
EDUCATION CUT 30,000,000,000 DOLLARS ENVIRONMENTAL PROTECIION G U T E D  
THAT'S THE SAD TRUTH BEHIND THE REPUBLICAN BUDGET PLAN THE PRESIDENT'S 
SEVEN YEAR BALANCED BUDGET PROTECTS MEDICARE EDUCATION AND GlVES 
WORKING FAMILIES WITH CHILDREN A TAX BREAK KT'S OUR DUTY TO AMERICA'S 
CHILDREN AND THE PRESIDENT% PLAN WILL MEET IT 

D185 SLASH DNC390-30 
AMERICA'S CHILDREN MILLIONS PUSHED TQWARD POVERTY BY HIGHER TAXES OVER A 

MILLION GET SUB STANDARD HEALTH CARE EDUCATION CUT ~0,000,000,000 
BILLION ENVIRONMENTAL PROTECTION GU"ED DRASTIC REPUBLICAN BUDGET CUTS 
BUT THE PRESIDENT'S PLAN PROTECTS MEDICARE MEDICAID EDUCATION 
ENVIRONMENT AND EVEN REPUBLICAN LEADERS AGREE IT BALANCES THE BUDGET 
IN SEVEN YEARS CONGRESS SHOULD NOT SLASH MEDICARE AND MEDICAID IT 
SHOULD BALANCE THE BUDGET AND DO OUR DUTY TO OUR CHILDREN 

D429 HELP DNC705-30 
FAMILY MEDICAL LEAVE SO MOTHERS CAN CARE FOR THEIR BABIES PRESIDENT 
CLINTON COT IT PASSED REPUBLICANS OPPOSED IT MORE HELP FOR SMALL 
CLASSES TEACHING W I N G  AND MATH PRESIDENT CLINTON GOT IT PASSED 
REPUBLICANS WANT TO CUT HELP TO SCHOOLS LOW COST VACCINE TO IMMUNIZE 
CHILDREN AGAINST DISEASE PRESIDENT CLINTON PASSED IT REPUBLICANS 
OPPOSE IT THE REPUBLICANS WILL DO ANYTHING ANYTHING TO STOP PENDENT 
CLINTON'S PLAN PRESIDENT CLINTON'S PLAN MEETING OUR CHALLENGES 
PROTECTING OUR VALUES 



Exit Conference Memorandum on 
Cliiton/Gore '96 Primary Committee, Inc. 

EXHIBIT ??4 
Page 4 of 4 

D299 STOP DNC440-30 
ACCESS TO HEALTH INSURANCE FOR ALL PRESIDENT CLMON'S PLAN CHILD 
SUPPORT COLLECTION FOR MOTHERS AND TWElR CHILDREN EDUCATION JOB 
TRAINING MORE POLICE WHAT PRESIDENT CLNTON AND THE DEMOCRATS WANT FOR 
AMERICA REPUBLICANS WILL STOP AT NOTHING TO STOP PRESIDENT CLINTON 
REPUBLICANS CUT SCHOOL LUNCHES CUT HEADSTART CUT CHILD HEALTHCARE 
REPUBLICANS WILL STOP AT NOTHING TO STOP PRESIDENT CLINTON STAND FIRM 
CHILDREN ARE COUNTING ON YOU 



Exit Conference Memorandum on 
ClintonlGon '96 Primary Committee, Inc. 

EXHIBIT #5 
Page 1 of 1 

4 DNC ADS - DREAMS, VICTIMS, CHALLENGE, W L F m  
NOTE: NON-ITALIC IS VOICE-OVER, UNDERSCORED IS CLINTQN SPEAKING] 

D508 DREAMS DNC830-30 
I WANT TO BE AN ARCHEOLNiJT COLLEGE PROFESSOR PALEONTOLOGIST THE 
PRESIDENT SAYS GIVE EVERY CHILD "E CHANCE FOR COLLEGE WITH A TAX CUT 
OF 1,500 DOLLARS A YEAR FOR TWO YEARS MAKING MOST COMMUNITY COLLEGES 
FREE ALL COLLEQES MORE AFFOmARLE I WANT TO BE AN OCEANOGRAPNER 
PRESCHOOL TEACHER AND FOR ADULTS A CHANCE TO LEARN FIND A BETTER JOB 
THE PRESIDENT'S TUITION TAX CUT PLAN I'M GOING TO FIND A CURE FOR 
CANCER BECAUSE YOU'RE NEVER TOO OLD TO LEA,RN OR TOO YOUNG TO BREAM 

D276 VICTIM§ DNCSOO-30 
EVERY YEAR iN AMERICA 1 , ~ , o o o  WOMEN ARE VICTIM§ OF DOMESTIC ABUSE IT 
IS A VIOLATION OF OUR NATION'S VALUES IT'S PAINFUL TO SEE IT% T?ME TO 
CONFRONT IT THE PRESIDENT'S PLAN INCREASE CHILD SUPPORT ENFORCEMENT 
WORK NOT WELFARE TO ENCOURAGE STRONGER FAMILIES IMPROVE AND ENFORCE 
DOMESTIC ViOLENCE LAWS 1,000,o~ WOMEN A TEST OF OUR NATIONAL 
CHARACTER A CHALLENGE WE WILL MEET 

D24I CHALLENGE DNC450-30 
WEW- 

i- 

, 

D253 WEEFARE DNC470-30 
FAMILIES DESTROYED CHILDREN'S DREAMS LOST THE LEGACY OF OUR PRESENT 
WELFARE SYSTEM "E PRESIDENT'S PLAN INCREASE CHILD SUPPORT ENFORC- 
REDu@E TEEN PREGNANCY WORK REQUW2MENTS FOR WELFARE RECIPIENTS STRlCT 
TlME LIMITS ON WELFARE BENEFITS TEACH VALUES Iu OUR SCHOOLS NO WORK NO 
WELFARE RESCUE CHILDREN FROM THE DESTRUCTIVE WELFARE SYSTEM 

4 l t i m E P  
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October 3 ,  1995 - 
Honorable wuu Gibson, Chair 
Arkmsau Derrocratic Party 
1300 W. Capitol 
Little ROCk, AR 72201 

DOOt nynurr 

A. dfscusssd on today'e conlaronw all, tlaa BNC is groposinp 
that the Arkanma Duocratlc Party sponuor a t.lOViSiOn 
advmrtiscmmnt, to be run in the Little Rock rarket, attacking tbs 
Republicans and promoting thc Demacratic Parey's poaition on 
Madicaro. Atap. or tho proposed edvsrtis-mt is csnclared, along 
w i t b  a copy of tho script. Tho DUE would provide you w i t h  a11 of 
the funds neceauary to run tho 8dVartheMntS. It Is up to you 
whether to have tho atat. party mpomor theem advartisemonts. 

If #is neats w i t h  your approval, th6 advertismnento would run 
this weak, possibly beglinninp as early  as bI&msi3ay. 

As discussad, M o  DW6 campaign divimion w i l l  pw in touch with 
your Otsfi to anmw8r quemtiom sard provide any additional 
information netad&, amd our Chief rinancIal oeficer Brad Marahall 
will be in touch w i t h  your atate to diocuse the mechanics o l  
pspsnt. 

I f  you have any quootionr or concern6 about this prop8B.d 
advertislng campaign, please do not heuitrte to call me directly. 

W i t h  &st rsgards, 

Donald L. Fowler 
Motional Chairman 

DNCl80-02595 

c ' - '  



October 1, ZIBB - 
iionorabh ail1 Proso, Chair 
Cnlifornia Ommocratic puty 
$440 ban- Honica Blvd. 
LO. hge loa ,  CA 90069 

Danr Bill: 
Am discuoued on tobyam conSormnco calk, tho DNC i m  propodng 

that  tho caiifornia Daaocrotic S&y ~ponsos a telmvision 
rdvmrticement, to bo rim in t h m  Chico-R.ddinq, Sacraeanto-5tocltton, 
nnd Ban- Bubara markets, attacking eha Republiean6 onb proacting 
t h m  ~omocratic party's poaition on Hdlicase. A tag. 00 the 
proposed ndvarfAmaa6nt 1s onclorsd, along with a copy or Ma 

t o  Mn the .dverti8eEent8. It i a  up to you whather t o  have the 
utaatr party rpansor these aQvmrtioman+. 

thia we&, poaaibly beginninq am eaply am Ue&-&y. 

your staif to m a w u  quemtiosrm and psovida any additional 
infornation needs¶, and our Chief Financial Obiicmr Brad Barnhall 
vi11 be in touch with y o u  mtaff t o  dimcueic thm aeehanice oC 
payment. 

If you bave any queution8 or concm~na +his proposed 
advertising cmppaign, plea80 do not hesitate t o  call ma directly.  

W i t h  bet rmqnrdls, 

8CPipt. The DNC would provide YOU W i t h  811 Of the ZUndS nacelsaaw 

If Mils BmotS W i t h  Y O U  appPOQ.1, the adVmrtiScmuit8 Would Mn 

AS d28CUsSod, t h h a  DWC w i p n  bividon Will be iR tOUCh W i t h  

sincsrmly yours, 

73". 
Donald L. rovlst' 
Ni%eiOnal maLrmn 



Honorabla Mike  Beatty, Eh.lr 
Colorado Democratic P e y  
Y Y o  Opent Street, $to. 200 
DenvV, CO 80203 

Doar Wiko: 

lu diecuofd on todaya. conference all, the DHC ie proposing 
that the colorado Democratic Parry egonoor a telovis ian 
advertin.rrPnt, to hr run i n  the -vat nurhea attauking the 
Republicam and promtiryl U~Q Duacratic Party's posit ion on 
Nedicera. A Capo ob  tho proporod advertlaamant i c a  enelommi, along 
vith a copy of the script. T ~ Q  wc vould provldo you w i t h  alL or 
tho irurds nrcaeoary to run the advertieeorntcP. I t  $8 up to you 
vhethar to  have the (Itate p u t y  6ponror thesea IadvePtf0ammtS. 

If this meaea w i t h  your approval, tho advmrtiaemmnts wuld  .run 
t h i 8  We&, pO8eibly boQiJln* 08 eerly a8 U9bnaSd.y. 

A. diecumad, the onc campaign divimion v ia l  b. i n  touch vfth 
your E t a i f  to ansvar quucetions MB provida any additional 
infornation needed, and aw Chief Pf~araclal OPbicaE brad Xerehall 
w i l l  b. in touch with your mtaff eo 8iacuas the uechenicm of 
payment. 

If you heve any queeeions or concern. e1PoUt M i o  propoomd 
advertfainq campaiqn, please Bo not hesitets t o  call  01 direct ly .  

With bsst regardo, 

Donald t .  Pewle t  
Hationel CkeLrman 



0etob.r 3, 1999 - 
Honorable Terrie 8rady. Ehair 
Florida Damseratic Party 
317 H. CAlhOurl  StXOet 
Tallahasame, PL 23201 

D.u Tmrria: 

A8 diseurssd on today'm eonfarenea call, the DWC Po propo8inq 
that the Florida Democratic Party aspansor a tolevi8ion 
advrstioemont, to be run in the aiani-R. Isuelardale and Ta?qm-St. 
Pata awketr,  attacking tho Rs ublicanm anb promtinu tha 
Damacratlc Partypo 90oition cn Wad f -aa E fapa of tha propersci 
advertismmnt i. aatcloeed, along v i a  0 aopy ot! the script. The 
DNC Would provide you witb all oi the fund8 neoes.uy to RIR eha 
advartiswtante. Xe im up to you whether to have the stat0 porty 
sponsor theme edvertiseaents. 

X i  thia moat8 w i t h  your approval, ehm advsrtireaont8 would run 

A0 biPCUSD%b, tbe  MTC coapaign divi6ion will ba in touch with 
your staff to ansuer questionm an& provide any additional 
information nee$&, and o w  Chief Plnaneiel Officor Brad Marahall 
w i l l  bo in touch with your otaff to diocumr ehe eachonics o i  
payment. 

If you have any quostions o r  concerns about ehi8 propalPo8 
advmrtising caappityn, plmaaa do not hositatm to call u directly. 

W i v l  best ratyards, 

mill VOeft, ps8Sfbly W i M i W  ai3 auly 89 wDhDd8y. 

Sineeraly youro, 

3- 
DOMM L. Fowler 
Hational QIaireun 

II B @ j l  DNC 3374115 

DN6180.02598 

. :  



Q C t O W  3,  1995 - 
Xonorablo Gary Waillo, Chair 
Democratic ~ a e y  o l  Illinois 
119 Horchandioe Mart 

Dear Gary: 

As diaeusnsd on today'e conference call, tho DWC is proposing 
that eho fllinois heeratic Paxty apamor a telovisian 
advertisemont, to b run in the P4oria, Rockford, m n d  SpKdngfield- 
Deeatur aar)setm, attacking the Republican8 and pronoting the 
Domocratic Party'. position on M e d i c u s .  X tape of the proposed 
advertfoament i a  enclosed, along w i t h  a oopy of M o  ncript. The 
DHC woulid providlo you w i t h  all of tho fund. n e c a a s w  60 rWl tha 
advartis.aants. tt is up te you vhethor to hew@ the stat0 party 
sponsor thsoo advoxtioo~mnta. 

IC this neet8 w i t h  your approval, tho o&VOrtiDUI@RtS would run 
this wok, possibly beginning &a early as WcuSnoaday. 

Am discumaod, tho DMS cupeign division will k in touch W i t h  
ys iu  staif to answer queotiona and pravide any addition81 
information needed, and our Chie1C Pinanclal Officer Brad Marshall 
Will bd in touch w i t h  YOU 8taff t o  diocuse the mechanics O f  
payment. 

Ir ou have any quostions 01 concerns abaut thio propooed 
advert& canpaign, glenme do not beeitate te c a l l  ma airestly.  

W i t h  b o t  ragordo, 

Chicago, IL 60654 

Sincerely yours, 

&meld L. lwlor 
HariorurL EPleir=s 

DNCl80-02599 

c i  



October J ,  1995 - 
Honorable Victoria Murphy, Chair 
Maine maoeraeic Party 
Augusta, tu 0 4 ~ 3 a - s a 5 8  

Dear Victoria: 
Aa discussed on tcday*s confere~ee call, M a  BNC iu proposing 

that the Maina Waocratls Perey eponaor I talevision advertisemant, 
t o  be run in the Portland 1Iz aarhet, attacking the Republicans and 
promoting M e  wmscratic Party*# position on medicare. A tape at 

acript. Tho DNC vould provide you v i a  all oP the fwds necemrary 
to run the advereinamentm. It i o  up to you vhegher to have the 

I f  thia m e t s  with your approval, the advertisement8 woul4 run 

As dl#cuo@ed, th8 DNC eaepaign division v i l l  be in touch w i t h  
your staff to anmwer quoations ana provide any additional 
information needed, and OUT Chiof t'inancial O f f i c e r  Brad narmhall 
will be in Couch vith your statf to discuss tho machanice of 
paynent . 

ff you haw m y  questions or concerna aboble thia pnposod 
advertising campaign, please &a not hoeitatr to  ca%X me directly. 

W i t h  bast roqards, 

12 SpNCO 5+lOOf 

. 
fhr prcpoeed adVQt+iaOZk8nt h ORdOUc8,  elow W i t h  a COPY Of the 

State party sponsor these ~ d V ~ r t i e 8 m ~ n t s .  

e h h  W e e k .  pomslbly Mi#ginninp Oarly aB WQdnesbEy. 

Sincorrly yourls, 

Dott6ld L. fctwler 
National Ch5irsP.n 



0etob.r 3, 1995 

v 5 !  
Honorable nark Brawar, Chair 
Wichigan Damcratic P u t y  
606 TomMnd 
Lansing, XI 48933 

Daar Mark: 

MI dimcucaed on todayam conferonce all, +he OMC i a  pSOpQ8ing 
that tho wichiqan kuocratic party og~~mor P talcvision 
advmrtinement, to b. run i n  tho D m t r d t ,  ?lint-lngbnav, Gremn Bay- 
Appleton, and Traverao-Cadillac mrkofa, attackinp %be Republicaru 
and promoting the Dammraeic Party's position on madleare. A tap. 
of the propanod advartfeaoent is enclosrd, along w i t h  a copy of tha 
OCript. The DNC Would provide YOU W i t h  all O f  the funbE naCa6SaPy 
to run '&a advartboooenta. It is up to you whether to hava tho 
atota purty spenaor these advertlaaoanatm. 

I f  this msats w i t h  your apBrowal, tho sQvartleemonto would run 
tbia weak, poaalbly baqinming ae a u l y  as We&m8dny. 

As diucuesed, the DMC cupaign dividon Will be in touch W i e h  
your mtafi to anawar quueations an8 provide any additional 
infonrrfion naoded, and our Chief Finanelel OPffaar Bra6 Warahall 
will ba in touch v l t h  your staff to discums the sachanics Of 
payment. 

Xf you hawe any quaationu or concerns about thfa prOpOEQd 
sdvartiminq canpaiqn, pleaae de not hesitate to call PO directly.  

W i t h  bast raqarda, 
Sinceraly yourtn, 

DNC180-02601 



OCt0b.r 1, 1995 - 
Ylonwrablo Mark mdrew, Ch8ir 
ninnosota Dtmocsotic Parry 
352 Waeouta 8traat 
St. Paul, CM 5SlOl 

Dear Mark: 

As discweed on today‘s confuonc~ ca l l ,  the DNC is progaming 
th8t the Iinnemota Bmcmr8tie Party eponecr a telavimion 
adwartisement, to k run in the Duluth-Superior and XinnmpoPio-lit. 
Paul market& attacking the Republicans and promoting the 
Donocr8tic Party’s pneition on M d i e r m s .  A tapo of tho proposed 
advartioomant i o  encloeed, along with e copy et the script. Tho 
DNE WOUPO provide you with a11 of MO rund. nacemomxy to RM tho 
sponsor them advortieonantm. 

I t  thio meats w i t h  your approval, the advaetfoomonte would run 
this us&, poamibly baginning D. early as Wedmeday. 

As diecussed, M o  DNC canpatgn division will bo in touch w i t h  
your staff to answer quootioru md provide any additional 
infomation nmoded, and our Chier Financial. Offices Brad Marohall 
will bo in touch w i t h  yeur ataff to diseuse tho mesbmnics of 
papont . 

If you havo any weetione os concern. abaut thie propoead 
advertising campaign, plaaoo Bo not heaitate to call rn directly. 

W i t h  bast rsgards, 

.dVartls.8ants. It $0 Up to p u  whether to hhV0 the S a t e  pbrty 

sincerely yourr, 

>b- 
Donald 1. Powlor 
WhtiOnal Chairaon 

DNC180-02502 

A 
P 



Oetokr 3 ,  1991 - 
Honorable With mope, QIni r  
How York Democratic Pppty 
60 Bast 42 Stroat, Suit0 1819 
New York, t4Y lOl65 

Daar Judi th :  

h dircusod on today'. confsroncm 6.01, tho DNC i m  planning 
t o  r m  te l rvioion adva~ioamants i n  New York, i n  the Durlinfloll, 
twira, Byracuse, Utica and Uatortoun mrkete, attacking +Be 
Republicans end promting tha Dspoer.tio P a m ' s  gomitian on 
Hadtoare. 4 tops of tka paopoeed advertiSWmnt i c  mnclomsd, olonp 
with a copy OS tho script. The DWC w i l l  be paying fo r  thooo 
advmrtieeaontn and the ndm vi11 run undor our 8ioclahrmror (.Pmid for 
by tho Basouatis  Nneionel Cornittea.). 

If t h i n  neet. w i t h  your approval, the adve~tiesmentm would run 
this week, pomsibly baginning aa early am WeQReadoy. 

Aa diOcussnB, tho DHC campaign dbvimiQn will be in touch With 
your staCS t o  mower quu t iona  0nd provide any additional 
infomation ne&&. 

Tf you hwa any gumstionc oh EOnCC4MB a b u t  t h io  proposed 
advortisinq canpaign, pleaae do not h.sit8+0 t o  call me direct ly .  

W i t h  k n t  regards, 

sincerely YOUS, 

-2)- 
Donald L. Iwhr 
wneiomi Chairaan 

DNCl80-02603 

' f .  



0 E I! ll CR All C * II H I I II IIH 1 e Clll[llli I1 1 E C 

October 3, 1905 - 
Honorable John Sullivan 

Oawego, NX 10165 

Dear Yohn: 

A i  diecummod on tday'm canfaronca call, tha BNC io planning 
t o  run te levis ion a 4 v a r t i m ~ n t a  in NW York, i n  t a m  Burlingeon, 
Zlnira, Syracuse, Utiea and Wntertavn sarkats, attacking the 
Republicana and promoting t a m  Danog.tic Party'a p a i t i o n  on 
Medicare. A tap0 of tha  proposcd advertimenamt is W G l O U a d ,  along 
with a copy of ma acr ipt .  The DNC w l l Z  be paying f e r  theam 
ndvcrtieanunta and tha ado w i l l  ~n W&OP our diaclnirbr ("Paid for  
by tha  Democratic national Co .~ i t t ae* j .  

this weak, poamibly baginning ma -sly a s  Wedne8day. 

Aa discuaaahl, the DUE campaign dlviaion w i l l  be i n  touch w i t h  
your s t a f f  to anwar quastion. and provide amy additional 
information naadad. 

I f  ou hava any quiationa OP concema about thin propoaed 
adver+la?ncJ campaign, plsame do not haai ta ta  t o  wL1 a6 +irmct ly .  

W i t h  b a t  recpardu, 

34 E. Bridge S t J O O t  

I2 this &%et. W i t h  Y O U  apprOV81, th. advuCiresants Would N n  

sincaraly xouro. 

3V"c 
Donald L. Powbar 
National Chairman 



October 1, 1995 - 
Honorable David J .  bland, Chrir 
Ohio Deaoczatic Party 
37 West BrOAd Stroat, Suite 430 
coiunbus, on m i 5  

Dear David: 

A. diseueeed on today's con9erence all, tho DHC is propoaing 
that the Ohio Dowcratic Party epenmoe a television advertisamant, 
to bo run in the Cleveland and Toledo market@. attacking the 
Ropublicanm ond prowting the Doaccratic Party's position OR 
Uadicare. A eppc of thm proposed advertinearent $a enclosed, along 
w i t h  a copy of the ecript. The DWC would provide you w i t h  all of 
the funds n0ceosary to run the rdvartinomanto. It $m up to you 
whether to hava tha stat8 party aponeor them sdvertisaments. 

If +him meets with your approval, the s8vertieements vould run 
thio week, poamibly boginning am early as Wednosclay. 

As discussed, the DliC campaign division uill bo in touch with 
your staff to answer quentione and provide any additional 
information neoded, and OUT Chief ?inancia1 Offiesr Brad Harmhall 
vi11 be in touch with your otaff to dincuom the nachenico of 
payment. 

Z i  you havm any questions or concern. . b u t  thi8 proporad 
advortisdng campaipn, please do not hesitate to call ne directly. 

With bst regudm. 

Sincerely youre, 
\ 

Donald L. ? O W A ~ ~  
National Chairman 

DNC180-02605 

T& 



Oec0b.r 3. 1995 - 
Xonorabls Joe Canichaol,  Chair. 
Missouri Ueaoelratic P u t y  
419 Laot High 5tr-t 
Jefferson City, Xo 65101 

Doar Soo: 

As discusrod on today's conference cell, the D#C in proposing 
t h a t  tho #issouri mocratir Party sponsor a trbevimion 
adveitleem).n+, te be run i n  tha Columbia-Joffaroon City ut4 St.  
Louis  marketti, at tacking the Ropubl~cuu 8nd promoting tho 
D o ~ ~ o c i ~ t i c  Paxty'm pceition on medicare. A t a p  of the proposedl 
advertisement is onclomlds, along w i t b  a copy of tbo ocript .  The 
DNC would provide ywr wiu! a11 o t  ehe funds necemeary to  run tha 
adVQrti0Or~OntE. It  is up t o  you uhotlnu t o  have the o a t .  pat ty  
aponsor these advert isuontn.  

If t h i m  m a t s  with your approval, tho abvertisslemto would run 

Am d i rcusod ,  tho DWC caapnigR divimion will ba In  touch w i t h  
your staff t o  answer questlens and provide any additional 
informstion naadd,  and our Chiat Pinamcia1 OFOicer Orad Marshall 
will be i n  touch uith y o u  mhff to discus. the aechanies of 
payment. 

It you havo m y  qumstion~ or  conearns a b u t  thia proposed 
advmrtidng cupsign, pleasa do not hos i ta te  t o  ca l l  me dbrsctly. 

W i t h  b a t  regardo, 

t h i s  W O d ,  pOS9fbly bepiZdng 08 ear ly  0s wehO8dF4y. 

Sinearoly yours, 

3- 
Donald L. P w ~ ~ K .  
National E h a i m n  

DNCl80-02606 

; 8 .  .L . -. 



octobor 3.  1995 - 
nonoroblo n U k  8. Singml, Ghslr 
Pomnsylvania Dorocratis Party 
510 worth Third strere 
Harriaburq, PA 17101 

Detu Nark: 

Am direusam8 on tcdsy*m conformu e8ll, the BNC i m  propoming 
t h a t  tbe ~mnnry1vania ~ u w r a t i c  o u t y  spenoor m t~lovision 
a8vertimonontr to be run in tho ~is)wrg-York-LPnc..t.r, 
JohRet~-AltoOM, Philad.lgbia, AndW~lku-8.~s-$CrantOnMPkOtmr 
attacking tho mpublicmm and pPO~Otin9 tho Dmmc?atlC Party’. 
position on ndicaro. A tap st the proporad advutismwnt ir 
onclorod, along with A copy of $ha meripe. Tho BWC would provide 
you vith ~ 1 1  ct  tho funds nmcmamary eo run -0 mtlvertimenontm. It 
i m  up to you vhmther to h8m the mtate par9y sponsor thmro 
RdV0rt~.ODORtB. 

X f  thir seeem w i t h  your approval, tho rdwortimuontm Voul8 run 
this vmalr, pommibly boginnbng 80 early a. Wsdneoday. 

M discurnmad, t h m  ONC enapaign divimion will bo in Couch w i t h  
y a w  s ta i f  to anevor qwmtionm and pro.vl&a MY a8dItional 
inforantion nnadod, an8 our Chiat Financial Officer Brad Firrrhall 
will b. in touch w i t h  your otaff to dimcumr the aochanico of 
p a p e n t .  

If you havo m y  quoations or concerns about this propos.8 
adlvertiminp campalpm, ploame do not hesitate to ca l l  m@ directly. 

With boat rqardm, 

Sincmrrly your., 

-;>- 
D O R A ~ ~  L. ~ ~ ~ l o r  
Mational Chairman 



..2 
$ \  
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Oct0b.P 3, l9JI - 
Honorable Richaza James, Chair 
Rhodo fsluta Dueeratic Party 
100 Cottegm Strest 
Pawtuckat, Mode Island 02960 

Dear RiebRud: 

An diocumsod on today'. confor.neo -11, +hs DWC plUrninp 
to run talwimlon adwertioeRent8 in Rbcd. Solan& in ehm Orovibomce 
market, attaekinq -0 Republicans and ppamotinp the Demo~ratis 
Party's position on Hadiearm. A tape 8t tho proporod advertimenont 
i s  mnc10e.d~ along with a copy of tho o n i p t .  The DNC Will bo 
paying for UIeoe advertlsaaentm and +bo ado will run undor o w  
disclaimer (*paid for by the Demoeratie National Cornritt~e~). 

If this meto w i t h  your approval, -0 advsrtinoaents would run 
this wsok, possibly bqinning am aarly as WodnoaQay. 

your etaif  to ansuor questiomo and provide any additbcaal 
information noedod. 

ff ou ham any guamtionu or eonearms about this prowoad 

uitb b0.t regaxdo, 

A. dl.ammcd, -0 DWC Cceapelm division Will br in touch W i t h  

advertlo f ng campaign, plea80 do Rot hesitate to ea11 00 diroetly. 

Sincesoly yours, 

Donala -w- L. pewlor 

National Chaimn 

BNClBO-02608 



- 
Honorable U u k  SootariCh, Chair 
Wisconmin Democratic Party 
222 state street, sto. 400 
Madison, W I  53703 
Doar Hark: 

A0 diocursod on today's confaronce all, tho DNC io proposing 
that the Wisconsin haonratllc party o p m m  a tolovision 
advertisemant, to k run in t h o  Wadison and Blilvaukec markets, 
attacking tbe mpubliuno and promoting the DaneeratPtbc Partyla 
pornition on Xodicors. A t a p  o i  prcpos.8 advartisQ.W~t i s  
onclosed, along w i t h  a copy of t h o  script. Tho BNC wwld provide 
you w i t h  a11 of the funds nerooeory to nur the advutisomnts. It 
io up eo you uhsthor to Ravo -&a state party oponoor t h a m  
advertisamonto. 

f f  this mot)+. vith your approval, tho advortia.nontr vould run 
thio vaok, possibly bginnihg ai oorly an wodnosclay. 

your otafS to anslyor gumtiono and provide any additional 
infornation naedad, and our Chlaf ?inancia1 Officer atad Marohall 
will. bo in touch vlth your staff to dissums tho sachanics of 
paymant . 

It w ham any question@ or concarnm about thio propornod 
advartir L g  campaign, plnsor do not hesitate eo salP mo Qimctly. 

AB dlmcucpred, tho BNC Campibi- d i V i d 0 R  Will Bo in toush V i a  

with bene reguds, 

sincerely yobur., 

Donald 3- L. rovlor 
NatiOMl ChE11-n 



March 29, 1996 

Via Ove-t Deli V W  

Honorable Terrie Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, FL 23201 

Bear Terrie: 

The DNC is proposing that the Florida Democratic Party sponsor 
a naw television advertisement to be run in the Orlando, 
Tallahassee, Panama city, Jacksonville, Ft. Myers and Tampa-St. 
Petm markets, in place of the two spots currently running for this 
weekjs buy. The advertisement, antitled “NOR, highlights the 
efforts of Majority Leader Bob Dole to oppose tho President’s 
proposals for a balanc@d budget, welfare reform and tax relief for 
working families, and the assault weapons ban. A tape of the 
advertisement is anclosed. A copy of the script has previously 
been faxed to you. 

This advertisement would be run with the funds you have 
already sent to the media firm for this weekls buy. 

If this meets with your approval, the advertisement would run 
starting as early as tomorrow, Saturday, March 30. 

The DNC campaign and communication divisions are available to 
ansvor questions. 

If you have any questions or concerns about this proposed 
advertising campaign, please do not hesitate to call ma directly. 

With bast regards, 

Sincerely ycirs. 

$L-- 
Donald L. Fowler 
National Chairman 

Enclosures 

CLM016-00029 
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April 12, 1996 

D e l i v w  

Honorable Terrie Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, FL 23201 

Dear Terrie: 

The DNC is proposing that the Florida Democratic Party sponsor 
a new television advertisement to be run in the Tallahassee and 
Tampa-St. Pete markets, in place of the spot currently running. 
The advertisement, entitled "Supports", responds to the RNC's 
current ad attacking the President and Democrats for opposing the 
Republican tax plan, and points out that it is the President and 
the Democrats who are proposing tax credits for families with 
children and tax cuts for working fiimilies as part of a budget plan 
that preserves Medicare, protects the environment, helps with 
college tuition ana saves ant!-drug programs. A tape of the 
advertisement is enclosed. A copy of the script has previously 
been faxed to you. 

The ad Currently running, 'INo", will continua to run in the 
Panama City, Orlando, Jacksonville, and Ft. Myers markets. 

These advertisements would be run with the funds you have been 
asked to wire to the media firm. 

If this meets with your approval, the new advertisement would 
run starting as early as tomorrow, Saturday April 13. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff may have. Ofcourse, if you 
have any questions or concerns about this proposed advertising 
campaign, please do not hesitate to call us directly. 

General- Chair 

/ Donald L. Fowler 
National Chair 

Enclosures 
~13741Q 
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April 12, 1996 

. , lkmorablo 1~rt. Tones, Q4ir 
California Dameratic P a m  
8440 Santa Xon.iaa Blvd. 
Los Ang4les, CA 90089 

D M r  -: 

The mc fa 9ropooing a t  tho cal i fornia  DucPoratia Party 
sponsor a new television a8vertiatumnt to be man in the Ban Diqo ,  
Chico-Rmdding, Bacramento-BZoM:on, and 6anh BnrbPPa markets, i n  
placa of tIm spot surrantly Punning. Th6 advortisemmnt, en t i t l ed  
"supporton, rarpond. t o  the StNc'o currant ad attacking the 
Praa ident  and Dmeurats for ogpqmbng the Republican tax plan, and 
points out +hat it is M o  President am& the Democrats who are  
proposing tax  crsdits fo r  CmilbrP w i t h  children at3 tax cuts tor 
working faailirre am part of a budget plan that presorvea Y=i_iaara, 
grotactn the enviromant, h d p n  w i t h  csllaqe tu i t i on  and saves 
anti-drug pragrasaa. A tape of the advertisemant is enclosed. A 
copy of the seript has previouoly baan faxed 28 you. 

These advertisenrants would be w i t h  the funds you h a w  been 
aokad t o  wire te the mmdia ti=. 

IF th is  noeta u i t b  y o u  appmval, the n w  advertisement Would 
run starting as o u l y  as tmarrow, Saturday A @ i l  14. 

Tha DNC capIpaign and conrarnicstion divisions are available t o  
answar any quU+ieno you or yorv otaif may have. O f o w r a s , i f y o u  
have any quastiohm or conrarns about this proposed advartising 
campai ease do not heoitato to call US d i r e l y y .  

' 

W ropm%b 
PriRcsrePy yoursa 

'J. Dodd 
General Ch4ir National Chair 



r p r i l  12, 1996 
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. -  , .' Eion&alaie 'Tmrrie J$r.dy, Chair. .. 

PJoriUa Domoctatic Party 
517 H. Calhoun *Ut 
Tallahiussae, FL 23791 

Dear T e r r i e r  

The DNC is propceing t h a t  t h  Florida beaccratic P u t y  sponmor 
a now telovimion advortismment to be run iR the Tallrhrssee and 
Tampa-St. Pato markets, i n  plnco et the spot currently nurning. 
The advartimament, en t i t l ed  *Supportmu, ramponds t o  the RNC's 
current ad attacking the  Prasiblmt and Denooratrr far opposing the 
Republican tax plan, and pointe out that it i t a  ths Presidemt and 
the Denocrats who are proposing t ax  ermdits for families w i t h  
childrsn and t a x  cuts  for  working faailies as par t  of a budget plan 
t h a t  p r u e r v s s  Medicare, protccts tha environmemt, helps w i t h  
college tuition and saves anti-clrug prograno. A tape of t h e  
advertisement is enclosed. A copy of t h e  tacript ham previously 
bean Eaxed t o  you. 

The ad currently running,. aNo*, will continue t o  run in t h e  
Panama city, Orlando, Jackmonvllle, and rt. Myers marketa. 

These advartisementa vouldl be n m  w i t h  t h e  fund. you have been 
asked t o  wire t o  tho media rim. 

I f  t h i s  meats with your aFprova1, tha new advertisement would 
run  s t a r t i n g  a s  ear ly  as .tomorrowI Saturday Apr i l  13. 

The DNC campaign and a m m i a t i o n  divisions are available to 
answer any quamtions you o r  your staff my havs. O ~ C C ~ U M ,  if  you 
havm m y  pu.Sffens or concorr1O about thio pPc?pffSOd advertising 
campaign, plssse do not hemitate to call us directly.  

t regards, 
Sincerely ycmzfs, 
c 

General Chair NatiOMl Cbair 



.. 
kpr i l  12, 1996 - 

‘ Iowa Douxlga2ie Party. 
~ o n o r m ~ o  niCha.1 Peterson, &air 

* 431 -6t LOCUS* 
004, W h U ,  IA 50309 

Dear me: 
r 

The DWC is proogoeing t h a t  M e  Xwa W c r a t i c  Party aponsor a 
naw tolavision sdvert isemnt  to bs run in the DW noinas Mrkat  i n  
place oftbo spot currently running. The advortisament, en t i r l sd  
llSupportsu, rosponds t o  the RNC’o Current ad attacking the 
Braeidant and Democrats fo r  oppaming fbe Republican tax plan, and 
points out t h a t  it is the PrenidoRt and tho Daaocratm who Bra 
proposing tax credits for familire w i t h  chi2dron and tax cut5 fo r  
working fanilies a s  part of a budgot plan khat prcaomcs Medicare, 
protects t h o  onviromont, halpr w i t h  col lags  tuit iofi  and saves 
anti-drug programs. A tape of M s  abvertdsollurt is mc~osmd. A 
copy of the ocript .has praviouely been t a x a  t o  yau. 

Tho ad currently running, ‘‘Ion, will continua to run in tho 
Cedar Rapids, OaVdPIpOPt, Sioux c i t y  a d  Roehamtor-Mson City 
markmts . 

Theao advortas~monta uoub& be M w b t b  eh. funds you hava been 
asked to wire t o  t h e  media firnr. 

If th is  mmtn w i t h  your approval, the new advertisaun.nt would 
run a tar t ing  as carly am tmorrow, Saturday April 13. 

Tho ONC W & W  and Co=Udl%AtdafE dfVi6iOnbl 8rs available to 
answrr any qlloastioim yeu or yotw a t a f t  nay havo. O i 0 0 ~ ~ 0 , i f ~ o u  
havo any Qruotirmo o r  conemrim & b a t  thio propomad advertising 
campsign, pleame do not hosi ta te  +a calb US direct ly .  

Sineoraly yours, 

Donald 3- L. Fowler 
National chair 

Endoouram 

191 DNc 3w9719 



. .  
D-r Bob: 

The DNC is proposing . that  the xontuclcy mmzratic Patty 
sponsor a naw te levis ion advortbotmnt to k rwn i n  the Wansvilla 
and Paducah markets, i n  placm of t h e  spot -ontly running. The 
advsrfis.m.nt, en t i t l ed  mS~ppartSn,  rrspoIWM t o  eha ~ C ~ s  currant 
ad attacking a8 Premidatnt and Dwwctatu f o r  opposing tha 
~spubl ican  t ax  plan, and points out that it is the Prmaidant and 
tho Dawrats who a m  proposing tax credits f o r  tamilium with 
children and t ax  cuts for working fplilios au part of a budgot plan 
t h a t  presuves nadicara, protects tRa mvLronmmt, helps w i t h  
college t u i t i o n  and saves anti-drug 9roqra~.  A t ap .  of the 
advertisenant is enclosed. A copy oP t he  s c r i p t  has previously 
been faxad t o  you. 

The ad currently running, “Ne*, w i l l  contfnum to run i n  the 
Louisvil le and Luinqton markets. 

asked t o  w i r 8  to -8 media filp. 
Th8.e adv~r t i s enen t s  would be run W i t h  thr flvrdS y0U h a V 0  bean 

If t h i o  maeta W i t h  your approval, th@ 81- sdWrtiS%ment Would 
. run s t a r t i ng  a6 ear ly ea tomosrw, Saturday April 10. 

The DNC caapaign and communication Qf.vimions are available t o  
amswer any quastions you o r  your sta f f  may haw. W-a,iZyou 
have any questions or coneanre a b u t  tbiu proposad advmrtising 
campaign, planma do not he6ifata t o  call um direetly. 

r.qarBs, 
shcU8ly l(auW8 

National chair 

_.  

DN6068-01672 
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April 12, 1996 

.. 
Honorable Victoria w h y ,  Chair 
Main* Denomatie Party 
12 Spmco Street . 
~ u g u s t . ,  m o a 3 2 - 5 s a  

Dear Victorif: 

D8mocratic Party opansor 
a ntnv tolovision advertiament t o  be run in the Portland mrke t ,  i n  
place of the spot currently running. The advertisement, en t i t l ed  
mSupportsm, responds t o  the RNC's curront ad attacking the 
President and Damoaatr for oppouing the RapubZicun tar plan, and 
points aut t h a t  it is the Prrsfdent and the D-crats who ai4 
proposing t ax  csedi tu  for families with chilldren and tax cutm for  
working families as por t  o f  a budgot plan that  p ~ ~ ~ s  Hadicare, 
protacts the ~ v i r o m e n t ,  helps w i t h  college t u i t i o n  and sovoa 
anti-drug propramm. A t.apo of the  a&rertio.ncnt ia anclossd. A 
copy of the ec r ip t  has previously Mera farad t o  you. 

The ad current ly  running, "NO", w i l l  continua to run in the  
Bangor and Presque Isle markets. 

Thase advortisoments would be run w i t h  tho funds y w  have been 
asked to wire to  the media f h .  

If this mmetm w i t h  your approval, the new advmrtisemmt would 
run s t a r t i ng  am ear ly  a u  tomorrow, Saturday April 13. 

The DNC campaign and cornmunica?.ion divis ions a m  ravnilabls t o  
answer any quastion8 you or your ~ t a f f  may have. Of course, it you 
havs any questionrs or concemr about this proposad advertising 
campaign, plasm do not berftafm to call UR dirmetly. 

The DHC is propoeing M a t  t h m  

I 

9NCQ68-01673 



Honodlm Haxk &war, C h a i r  

606 T m m d  
Lnnaingr. )II 48933 

Bear #uki 

m e  DUC io proposing that the Xiohigaa Dmwcr8tfc Party 
epon8or a new tslovision advutimaant to bm run in tho Detroit and 
Lansing narkato, in placo oftbe opot currently rumling. The 
advartisamant, entitled wSupports8, ~aeponds to the RNVc currant 
ad attnckbng the Prasidmt 8nd Democrats for opposinq the 
Republican tax plan, and pcsintn out that it is the Psesidant and 
tha D.nocratm who arm proposing tax credits for Zasilbos with 
children and tax cuts t o r  working Pnnilies M part 02 a budget plan 
that prenarvas Madicara, prorchcts tha environment, helps with 
collega tuitim amd saves anti-dmg programs. A tnpa of the 
advertiscwnt in enclosed. A copy of tho script has previously 
h e n  Pwed to you. 

Th0 a& currantly running, Weal will continua to run in tha 
Flint, Travsrsm City and Grand Rnpids mnrkets. 

TtlUa odV@rti#i0nmts would b. Ru) W i t h  tho funds YOU h8vm been 

If this srest. with your apprcval, the nav advartbsementwould 
run rtnrtinq 4m  aarly as tolDorrW, Snturday April 13. 

Tha DHC c q a i g n  and comication dlvileioru are avcsilablo to 
anowex- any questions you or your staff may hmwa. oicoursa. if you 
have any quueions'or concerns about ehie propasad advertising 
campaign, p l e w  do not huitata to call om dtrcctly. 

.Xichig.n Dakwratio Party 

a8k.d to W k O  to the media Zim. 

S incurly your@, 

. Dodd 
Genore air National Chatr 

I 

DNC060-01674 



Tho@* advdSmemant8 would bs sun uith the fwBa you have baen 
asked t o  w i r e  to the mdia f i a .  

If tpie meeta with your approval, #e nev odvertimment would 
sun starting as ear ly  a s  tomorraw, Saturday April 13. 

The DNC cslppaign and commanieation divisions are avai lable  t o  
anawez any cyostionn you or your otaff aay have. Of course, i f  you 
have any qunstiolru o r  caneorno about Ulie groposied.edvertisanq 
c a n p a i n  ea Bo not ha8itWtO t o  all us direct ly .  'PBt 

- 
DNC068-09675 

Ami1 12, 1996 

. m. . . .  Honorabbe Jam *Jenkins, chair i. 

wovrd. msucsa t ic  Party 
La8 'Jew, KO 89104 . .  &'PES h8f S.bra Avonue, Suite  4-96 

Dmar Jan: 

The DNC is QPOpoming t h a t  tha Nevada Domerrbic Party sponsor 
a new talavisfon advertioemnt t o  be run Fn thc U s  Vagas market, 
i n  place of Uta spot currantly running. The adverfiouP.nt, 
an t i t l ed  "SUppOrt5", ro6pondo t o  tbo RNere curcomb ad attacking tho 
Prasidemt and Danoosatm for sppoming tho Republican tax plan, and 
points out that it hr the President and tho Duracrats who a re  
propoming tax  o r a l i t s  f o r  f ami l iw  vith childrrerm and tu cuts for 
working families 86 part of a budget plan that preserves Hdicaro ,  
proteeter the environment, helps w i t h  college t u i t i o n  and savms 
a n t i d r u g  program. A t8p. of t he  advarticumnt is mnclorad. A 
copy ol: the 5cript has previously bem faxed t o  you. 

The ad cutrent ly  running, .No*, vi11 continue t o  run in the 
Reno market. 

I 

I :  



April l2, 1996 . .  

. . .  i '  

. .  . .  . .  
. ,  

. .  ~ o i o d ~ r  mvid  J. U l a M ,  chair  
Qhio Demoaatic P4-y . 37 West Broad-StPeet, Suite 430 
COlUmbUS, OB '43211 

D u r  David: 

is prapanincp mat tR. Ohio Dmoacatic Party sponsor a 
nmw ta levis ion advertismane to be M in Lhe ClrvrPanQ market, i n  
place of the spot currently rUMhg. The abv.rfisernont, en t i t l ed  
?3upportm", responds t o  the RNC'o curem+ ad attacking the 
Preeident and Democrat8 for ogpooinp the Republicur tnw plan, and 
point0 out t h a t  it is t h e  Remidant and the Durwcrats who arn 
proposing t ax  credit8 for faailies with chilt3ren and t8% cuts for 
working Camilies am par t  OP 8 budget plan that preserves Medicara, 
protects the anvircnmont, help8 w i t h  gollegm t u i t i o n  and saves 
anti-drug progrmms. A tape of the advertir.nonf is enclosed. A 
copy of  t he  s c r i p t  has previoumly bean fax8d t o  yo". 

The ad currently running, Wan, will continue t o  run i n  tho 
Toledo, Cincinnati, Dayton and Youngstom rarkstn. 

These advertismaentar would be run w i t h  the fwdS you havo been 
askad t o  virtu t o  the media ika. 

If t h i s  meets vieh you? approval, the mew abvortimement waul& 
run mtarting am ear ly  as tomorrow, Ssturday April 13. 

T b m  DNC campaign and communication divieiona are available to 
answer any quaiations you or your s taf t  may ham. O t c c u r o m ,  i fyou 
have any queatianm o r  concernn about thie propasaid advertising 

do not hesitate t o  call uo direct ly .  

"he 

SineersPy your., 

Donald -P- L. Povlar. 
General Chaic National Chair 



Honorablo Hargaret carter, ShaiP 
Oregon Domoaatic Party . 
911 8.R. Alda I 3 0 6  

Dear JUIE: 

The ONC is preposinp that dho Oregon Danoeratia Party sponsor 
a new television advertisoment to bc run in the Portland natket, in 
place of tha spot currently running. The advmrtisenent, entitled 
"Supportsw, responds t o  the RPTC's curant ad attacLing the 
President and Oemocrate tor opposing the RmpublicPn tax plan, and 
points out that it is the Preaiburt and the Deacrsts who are 
praposing tax crodits for families with children and tax euts for 
working families as part of a budgot plan that  preserves Uadicare, 
protects the anvironmant, helps with collego tuition and Bavoa 
anti-drug praqrama. A tape of the advcrtisgent is enclosed. A 
copy of the script has previoualy Bsan faxod to you. 

The ad currently running, "No", vi11 centinurn to bun in tho 
nodford and Eugene markets. 

These advert9mementr would run w i t h  the fundm you have been 
aekod to wire to the media firm. 

If this mots w i t h  your approval, the new adoeeise~nt vould 
run starting am suly as ~OWFCOW,  Saturday Apria 13. 

The DblC campaign and communication diviaione are available to 
anewer any quutiom you or your staff may have. OfwUrM, ityw 
have any qUeations or concerns about thim propomd advertising 
campaign, pleame do not hesitata to ea11 us directly. 

p o r t i m ~ ,  ow 97105 

fin 

==Gs 
ar 9. Dcdd 

Conuai' -sir National chair 

Enelorurcao 

DNC068-01677 



Tho DNC is running a nev ta levis ion 8 d V m r t i s a m a I I t  the Beaumont 
market, under our own dieclr imu.  Thr advort isuPat ,  s n t i t l a d  
"SUppOrtS", responds to tho WC'a current attacking thR 
Presidcnt and Wmcratm Lor oppoolng the Republican t u  plan, and 
points out that  it io rhm Prasidont and tho Domerat@ who a r e  
proparing t a x  credit8 f o r  eami1i.o v i a  childran and tax cuts for 
working iamilior ar par t  of a budget plan thae poasotvas Medicare, 
protects the enviroment, holpa uith collrge tuition and savas , 

anti-drug programe. A fapa st tha advortisataont is urelosed. A 
copy of t h e  s e r i p t  has previously h e n  fud to you. 

The DNC campoign and communication diviaiens are available t o  
answar any question8 you or your 8t8fc may $avo. OIaurse, it you 
have any quantionm o r  concerns about this proposod advertisin9 

hes i t a t e  to a l l u n  direct ly .  

sin moly yours, % 

Ch madl 
cmniiral- chair National chaiz 

DNC061-01678 
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April 12, 1996 

Honorable Paul Earenat, chair 
Seattle, fR 98104 
POSt OfCicl&l BOX 4021 - 
D ~ I U  Paul: 

T ~ O  DNC is proposing that  MO Wa.hingeon D&ecratic party 
sponsor a new television adveiaoaent to bo run in t h m  Seattle 
market, in place ct the apot currently manning. "he advertiseaent, 
entitled wSupportnn, responda to the M C ' s  current ad attacking the 
Tresidont and Durocrat5 for opposing Q e  Rspublican tax plan, and 
points out that it in thn President and the DeaWFatE Who aro 
propo8ing +ex credits Par families with children and tax cut0 f o r  
working farailias as part of a budget plan that pre61mme8 Medicare, 
protects the environment, helps w i t h  college tuition and save5 
anti-drug pregraan. A cape of the advmrtinement is onclonsd. A 
copy of tho script ha5 prevlounly been farad to you. 

The ad currently running, wRTom, will continuo to run in the 

Thasn advertin.aPomPts would Bs run w i t h  ehs f w d s  you h a m  been 

It this memte w i t h  your approval, me new advertisement would 

ma DWC wu5ign '& copasmlsatioa divisicno am awailable to . 

Spokane and YakiM marhea. 

asked to wire to +bo media fira. 

run starting as aarly as t-mow, Saturchy April 13. 

anawer any questboas you or your s t a f f  may ha-. OfC8I€E8e,iiyou 
have any prmcstiCno or concerns about this propom0 atlvertising 
campaignA sa do not hesitate to cell uo diroetly. 

Canoral Chis 



April 12, 1996 . .  
. .  . .  

- .  
. .  . .  

nonoribls Xark lootarich) ' ehqir  .. 
Wihaoruin Domoeratia Pazty 
222 state SWoet, &#e.. roo . ' . .  . 
nadiscn, on: 53701 

Dear l4iukt 

sponsor a new tolovieion sdvertiaownt to bo run in t ho  Undison 
market, in plaea of t h e  spot currently running. The &ut i semen t ,  
entitled * * m p p o t t ~ ,  rampondo t o  tha RHC's euzront ad attacking the 
Prasidmt and Democrats tor oppoainp tan0 Republican tax plan, and 
pain- out t h a t  it is the Preoidonf SI& tho DQ~~octafs who are 
propoeing tax croditr fer tami1i.e with ~ h i l d h o n  and tax cuts fo r  
working famil ies  as par t  OZ a budget plan tbatpruarves Modisare, 
protact. tbe environment, holpo with collog8 tu i t i on  and saves 
anti-drug program. A taps ent the advortimmant im enclosed. A 
copy of M e  s c r i p t  ham proviously been fad eo you. 

The ad currantly running, ONoa,  w i l l  continue to.  run in  tho 
Green any, Milwaukee, LaCrorae and Wauaau Irurkotn. 

Theso adverthaamants would be nm w i t h  the funas you haw heen 
asked to  w i r e  t o  tho m i a  fim. 

If thi5 masts w i t h  your appaoval. thsl new o&vwtis.aonf would 
run starting an u r l y  a5 temorruw, satuxday Wpril 13.. 

The DNC i0 proporing that -0 8? iUOMbn Party 

The DN6 campaign and comawticetbon divis ions azo awailablr t o  
annvu any question0 you o r  yous staef may have. of couma, if ycu 
hawe any quoation0 or cone8rru about this p r o p &  advoreising 

mo do not hositnte ta call uo direct ly .  

ti c u c l y  yours, 

Donnld b- L. Powlor 

6-anaral Chair Nafieml Qair 

DNC066-09688 



V i a  Overnishl: Deli very 

Honorable Tarria Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, FL 23201 

Dear Terrie: 

The ONC is proposing that the Florida Democratic Party sponsor 
a new television advertisement to be run in the Orlando, Panama 
City, Jacksonville and Fort Myers markets. The advertisement, 
entitled "Photo", highlights tha opposition of Speaker Gingrich and 
Majority Leader Dole to the Brady bill that t h e  Presida~t got 
passed, and calls for resisting the current efforts of Ginqrich and 
Dole to repeal the provisions of the President's crPm@ plan for 
100,000 new police and for strengthening school anti-drug programs. 
A tape o f  the advertisement is enclosed. A copy of the script has 
previously been faxed to you. 

The ads currently running, "NO*' and nSupportslv, will continue 
to run in the Tampa-St. Pete and Tallahassee markets. 

If this meets with your approval, the new advertisement would 
run starting as early as tomorrow, Saturday April 20. 

'She DNC campaign and communication divisions are available to 
answer any qusstions you or your staff may have. Of course, if you 
have any questions or concerns about this proposed advertising 
caspaign, please do not hesitate to call me directly. 

With best regards. 

Enclosures 

Sincerely YOUPS, 

hP- 
1 Donald L. Fowler 

National Chair 

013739 
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April 26, 1996 

t Delivery 

Honorable T@rrie Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, PL 23203 

Dear Terrie: 

The DNC is proposing that the Florida Demoeratic Party 
substitute, for the advertisement currently running entitled 
"Photo, a new advertisement entitled **Background." The ntv 
advertisement includes certain language changes r@Flecting the 
impact of the Fiscal 1996 budget aqraement, and continues to call 
for support for the President's proposals tor Sighting crime and 
helping schools in the face of opposition by the Republican 
loadership in the Congress. A tape of tho advertisement is 
enclosod. A copy of the script has previously been faxed to you. 

The nsv advertisement would run in the same markets in which 
"Photo" is currently running. 

If this meets w i t h  your approval, the new advertisement would 
run starting as early as tomorrow, Saturday April 27. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff m y  have. Of course, if you 
have any questions or concerns about this proposed advertising 
campaign, please do not hesitate to call us directly. 

best regards, 
Sincerely yours, 

I 3- 
Christopher J. Dodd Donald L. Fowler 
General Chair National Chair 

Enclosures 



Hay 3, 1996 

Via Overnight Delivery 

Honorable Terrie Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, R 23201 

Dear Terrie: 

The DNC is proposing that the Florida Democratic Party sponsor 
a new advertisement, entitled "Finish." The advertisement 
highlights the fact that the President's budget priorities were 
protected in the 1996 budget because the President stood firm, 
despite opposition from the Republican leadersnip, and calls for 
support tor the President's 7-year balanced budget plan. The spot 
would run in the Orlando, Tallahassee, Panama City, Tampa-St. Pete, 
Jacksonville and Ft. Myers markets. A tape o€ the advertisement is 
enclosed. 

If this meets with your approval, the new advertisement would 
run starting a5 early as tomorrow, Saturday May 4. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff may have. Of course, i f  
you have any questions or concerns about this proposed advertising 
campaign, please do not hesitate to call us directly. 

A copy of the script has previously been faxed tu you. 

best regards, 

Chc . Dodd 
General Chair 

Sincerely yours, 

\>L- 
/ Donald L. Fowler 
National Chair 

Enclosures 

CLN016-00023 
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Xay 21, 1996 

V i a  O v d a h t  Dalivpa 

Honorable Tarrie Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, PL 23201 

Dear Terrie: 

The DNC is proposing that the Florida Democratic Party sponsor 
a new advertisement, entitled "Same." The advertisement highlights 
the fact that the President's budget priorities ware protected in 
the 1996 budget because the President stood firm, deopita 
opposition from the Republican leadership, criticizes the latest 
Republican budget plan and calls for Congressional action ora the 
President's plan. The spot would run in the Jacksonville, Ff. 
Myers. Orlando, Tallahassee, Panama City and Tampa-St. Pete 
markets. A taipe of the advertisement is enclosed. A copy of the 
script has previously been faxed to you. 

If this meets w i t h  your approval, the new adVerti58UIent would 
run starting as early as tomorrow, Wednesday May 22. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff may have. OfcoUrse, if YOU 
have any questions o r  concerns about this proposed advertising 

please do not hesitate to call us directly. 

best regards, 
Sincerely yours, 
\ 

General- Chair 
Dgnald L. Fowler 
National chair 

Enclosures 

CLN016-00007 
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May 31, 1996 

yia  Ov- 

Honorable Terrie Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, FL 23201 

Dear Terrie: 

The DNC is proposing that the Florida Democratic Party sponsor 
a new advertisement, entitled "Side." The advertisement calls 
attention to the opposi2ion of Republican leaders to the 
President's legislative accomplishments reflecting our national 
values; highlights the fact that the President's prioritieo were 
protected ir! the 1996 budget despite Republican opposition; and 
calls for Congressional action on the President's plan. The spot 
would run in the Orlando, Tallahassee, Panama City, Jacksonville, 
Ft. Uyers and Tampa-Sc. Pete markets. A tape of the advertisement 
is enclosed. A copy of the script has previously bean faxed to 
you. 

If this meets with your approval, the new advertisement would 
run starting as early as tomorrow, Saturday, June 1. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff may have. ofcourse, if you 
have any questions or concerns about this proposed advertising 

' , please do not hesitate to call us directly. 

S i y l y  yours, 

y--- 
Donald L. Fowler 

General Chair National Chair 

Enclosures 



June 11, 1996 

U a  o v d a h t  Del ivery 

Honorable Terrie Brady, Chair 
Florida Democratic Party 
517 N. CalhQUn Streer 
Tallahassec, FL 2320: 

Dear Terrie: 

The DNC is proposing that the Florida Democratic Party sponsor 
a new advertisement, entitled f'Dreams. The advertisemont promotes 
the President's proposal to provide tax credits of $1,500 a yaar 
for two years of college cuition, covering the cost of attending an 
average community college and making all colleges more affordable. 
The spot would run in the Orlando, Tallahassee, Panama City, 
Jacksonville, Fe. Myers, and Tampa-St. Rete marksato. Atape oh the 
advertisement is enclosed. A copy of the script has previously 
bean faxed to you. 

If this meets with your approval, the new advertisemtmt would 
run starting as early as tomorrow, Wednesday June 12. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff may have. ofcourse, if you 
have any questions or concerns about this proposed advertising 
campaign, please do not hesitate to call us directly. 

Sincerely yours, 

Enclosures 



June 14, 1996 

Honorable Terris Brady, Chair 
Florida Democratic Party 
517 N. Calhoun Street 
Tallahassee, FL 23201 

Dear Terri8: 

The DNC is proposing that the Florida DePlOCKatiC Party sponsor 
a new advertisement, entitled "Del end. The advertisement critizss 
the Republican budget proposal and promote16 the President'6 
proposal to provide tax  credits of S1,SOO a ycaar for two years of 
callega tuition, covering the cost of attending an average 
community college and helping adults go back to school. The spot 
would run in the Orlando, Tallahassee, Panama city, Jaskoonvilla, 
Ft. Myers, and Tampa-St. Pete marketa togothsr with the 
advertisement currently running, entitled 81Dreams*. A tape of 
"Defend* is enclosed. A copy of the script has previously been 

If this meets with your approval, "Defend*# would run starting 
as early as tomorrow, Saturday June 15. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff may have. Oieourse, i f  you 
have any guestions 01: concerns about this proposed advertising 
camaaign, please do not hesitate to call us directly. 

faxed to YOU. 

best 

Christopher J. DOdd 
General Chair 

/ Donald L. Fowler 
National Chair 

Enclosures 

6LN016-00002 



June 26, 1996 

Via 0-livmry 

Honorable Terrie Brady, chair 
Florida Deaocratic Party 
517 N. Calhoun Street 
Tallahassee, FL 23201 

Dear Terria: 

The DNC is proposing that the Florida Democratic Party apnsor  
an advertisemant, entitled Val~es.2.~ The advertiactnent calks Sor 
support of the President's budget plan and contrasts it with the 
Republican leaderahip's budget proposal. The spot would run in the 
taarkatr where mDofendw is currently running. A tape of nVa1Ues.2n 
is enclosed. A copy of the script has praviourly h e n  taxed to 
you. 

If this meets with your approval, WVa1ues.2n would run 
starting a5 early as tomorrow, Thursday, June 27. 

The DNC campaign and communication divisions are available to 
answer any questions you or your staff may have. OfcoW8et if you 
have any questions er concerns about this proposed advertising 
ca pleaset de not hesitate to c a l l  us directly. 

best regards, 
Sincerely yours, 

;>Y- 
Ch 1s. DOdd Donald t. Fowler 
General Chair National Chair 

Enclosures 

r .  

ChN046-00061 



. 

21 Movembar 1995 

cc JOB ShNDLER 
BOBBY WATSON 
BILL KNAPP 

w o L n  ICKZS@ 
Monies owed by varioum Dameeratie stat. 
parcies co Spuier, Knsgp as ot 71 November 
199s 

Bill Knapp infomad ~e tcday (Tuesday) cnac varicas 
3emocrscic scate parcrar o w e i l  nro firm agprox-mncely $ 9 . 4  I?rLl ! . -m 
for ealavisiwr: cimo buys &%aced chrough ctaa k?caCe parcios for :!x 
period 11 October thrm;3k J S  YovamSer. I doc'c  know m a t  the 
legal ramiticaciona are. bu: t i s  firm JB ROC a bank for 6he 3NC 
I tmsc Chat you. w i l l  rake i:wied;ate steps cc zeccify this 
sicuatron. 

'I suggest that the week Ir5ad;ately ! * : l : . ~ w i r q  'Mz:xsaLvi:t,.. 
w e  hove a meeting w i c h  M L .  ~.:-,app :a d;iacurrr !L'.v c h i s  p z ~ ~ e d u z +  
caz be made mora e f f i c L r r i r  d x  :;rsiy. 

ad Mdv 4 5 
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April 12, 1995 

Cheryl Mills 
Lyn utreaht 
Bobby Watson 

11814 DNC 3112868 





* E.& consultant w i l l  have a comtzect w i t h  DIC and 
a maparato eontract with the re-sleet. Each 
centr~ct w i l l  dabine the scopa of work approprirte 
to #c contracting entity (W varauo KO-alaeb). 

a masf be prepared t o  ohm actual work prgduct 
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22 June 1995 

Thim letter conrrtft8dteS t b R s  CLg”Bmmt w i t h  tha Media Team, 
coM%ating oi Squier/Knapp/Bchs Cmmmicationa, Rank SheinlPogf and 
Matius Pamcrner BrQductions, to p~aviee canpaign starvices to the 
Clinton/Gara t96 Prig.ny Conauittee, Ino. (“Csanraittwrw). 

Thai49 services ahall include the Collowinp, a@ tequosted by the 
committee: 

1. 

2. 

3 .  

General carmpaign consulting with specifics 
emphasir on coximunicatiasns; 

Production of radio and telsvision 
ceamunit?ations; 

Radio and television buying services. 
The lee for t.hW3a serviceb shall ba the etanderd fifteen (15%) 
percent Ce8Imi%EiQn on all radio and telewisioa sedta pureheem3 
(lbnadia buyan or “time buyon) by the CoaPsPttoa for tha Lirmt 
$2,400,000 of time buy. The co~~ieraian 008 subswont time 
purchased by ma, nedia Team, iP any, on b4halr ~f the Cmit teo ,  
shall be subject to mutual agreement o f  the pafgier t o  this 
agreement. 

Production, consulting and research expanses will ba charged at 
east and will be evidancmd by detailed invodcss sukdQOed t o  tho 
Comlttee, prior to payment by the Commbttea. Subject t o  tha lasf 
sentence o t  this paragraph. payment of eskiraarted production costs 
for each flight ol mdia will be due at the same Ciwa funds airfib 
wired to pay for the tima buy. Where produotiom oecura in advance 
of the actual t h e  buye the Committea will bo provided with an 
invoica.detailing tho eatfmatcsd coat. In any event, tho CQ~~tteoB1 
will have up to seven (7) working days frrllowing rscdpt by it of 
an invoice to gay the invoice. 

The Meella T e a  w i l l  provide the committee w i t h  n complete and 
detailed aceounting of the production account monthly. A t  aach 
accounting, any prmpgarid amounts in enweem of! actual eoste w i l l  ba 
credited to the committee, end any praduction costs in ~XCQSII of 
the prepaid amount will bo billed to the  Cornittea. 

tong distance phon@ costs and research expunsam in connection w i t h  
productien, consulting and media buying activities for the 
cornnittea will be billed a t  cost. 

CUN?ON/&oRE ‘96 
EO. BOX rp3oo WASHINGTON. D.C. aco36-9300 PHONE aoa13jx-agg6 

P d  fol by ;be ClrrrmlGm ‘96 Primary Cmrsirtm, lnc. 
Contribnnmi !o ClinranIGar ‘96 a* nor lex Qrduni&f#. 

0 -  

CLM017-00134 



Travel and personal sxpenaaa herapred in connection w i t h  the 
Committee, including axpensas for both phaduction and consulting, 
will be bill8d to the Committee a t  comt. NO singla expense in 
excess of SS,OOO shall ba incwred on b&Paalb of the Comaittee 
without tho prior written consent OS tho C~mittee. . 

It is agroad that the maximum mount for production, ressarch, 
consulting and other expensem and costsg in the aqg~aqlsts, Sor the 
TV ad. produced by f&e Media Team in connection with TV ads aired 
by the Committee durinq late June and 9uly 1995 (ineluding such 
costs and expenses in relationship to Tv ad4 initiate8 or produccsel 
but not aired) shell not exceed $¶6 ,000 .  Any coat8 or eucpanmee in 
excess of $36,000 for production, I ~ B Q I I ~ C ) ) ,  consulting or 
otherwise, in connection with such TV ads Lor that poricd of time 
(whether or nat aired) shall ba paid for by tha M e e l i s  Teaas from the 
standard comieaion refarred to above. 

:. . . .  . .  
3;' 
. .  -. ~ 

I i i  : %' ... 

This agreement doas not give tha Media Team eurclutaive rbgRtcP with 
respect to any earvica8 to ba provided to tha Cornittaps, an& 
nothing in this agreemant shall prevent the Comittee f m m  using 
other consultantslenthties to preform any OP all ob tka servdces or 
activities described in this agreemmt at the mole discratioh o f  
the Committea. 

The Media Team shall maintain and provide to the Committee in a 
timely fashion all naceoaary infomation for reporting to tha 
Federal Elaction Commie5ion ( "FECW) , including ailocations to mtatas 
spending lintfts. 'Phis infomltion will be provided to the 
Coxumbtt.aso controller as a w n  as practicable after each media buy, 
but in no wont inter than the last day of the  gartinant PEC 
reporting pmriob. During 1995, the data6 a m  Sune 30, 1995, 
Saptambar 3 0 ,  1995 Tnd December 31, 1995. During 1996, the 
information must bs submitted t o  thcl camittee by the end og each 
calendar month. In addition, tha Media TSWE will maintain and 
provide to the colrmittae in a timely faahion ala information 
regarding awbia refunds a8 necesmary fer reporting to the FEC. 

In order tc obtain zmimbusamant of approved expmoed, any claim 
for reimbursement oi exgmnes shah1 ba suppoeed by appropriate 
receipts and other documentation as required by the FEC. 

CLNO17-OO136 



- 
The Media Team agrees that it will not at any time, in any faahion. 
form of Paannor, either directly or indiroetly, dlscloee or 
communicatc to any person, firm or corporation, any non-public or 
proprietary information concerning the Comittae or m y  other  
infomation deemad confidential by the committee. only autbcsrizrd 
Committae personnel will be p@mittssd to cormunicate w i t h  tho pram 
on any Committee mattars. If a mahr of the press csntacts the 
Media Team, the cal l  or other f3oE5Pmication shall be rdarred t o  
the Committea represantative dwmignated by i t a  Board of Directors. 
The Media Tsan agrees that it will require any emgloysc or 
consultant in a rnanageaant Capacity umder this agreemmntto execute 
a e imi las  agreamsnt regarding confidentiality. 

The Media Team agrcas that all work groduot, biles, lists, 
documents, art work, computar recordm, and ather aatsrials 
(ccllectively mmaterialsn) producad or obtained in iurtharenca of 
this agreement h~60ma and remain the ~xclusivo praparty of tho 
Committee and shall be deemed work8 for hire created for the 
committee for the purpose of the  copyright r a w  of 1976; and all 
copyright and any othor rights in and ta such materiala shall 
belong to tha Comaittoe,. The Hodia Team is authorized by &ha 
committee ea use data so21mly for the puepo~~s  ~f CuLOiPling the 
terms of this agretmnmt. Tha Media Team shall premptly turn Over 
all such materials to tha Codttea at tha tamination O t  thfB 
agreement, and t b ~  Media Team shall not h a w  any right to retain or 
usa such materials without the expresn written consent 02 the 
Committee. 

The relationship between the Hedia Team amd the Comittso €Shall ka 
that of independent contractor, and nothing contahed an the 
agreement shall be construed to constitute tha Media Team aLI an 
employee, partmar, joint venture or agent of the Cornittee, other 
than as specifically set forth in writing axecutad by the parties. 

kBlTxms 

AU notices and consents required or pawi t ted  hereunder shall ba 
o u f f k i e n t  if given in writing and either hand-delfvared 01" mailed 
by certified mail, poetage prepaid. return raCQiQt req\mestad, to 
the 0th- party at the addrooo forth below or to such Other 
addreiacd 68 either party may dmsignate by like notice. 

A. If t o  Redia Team, then send noticer(sJ to: 

Squier, Knagp, ochs ComunicationIJ 
511 2nd Street, W.E. 
Washington, DC 20002  

2 .. . .  .. . . .. 
.. . . .  
j7  . ..  . .  
_ .  .. 
.. .. . 

.~ . .  .. . 
.. . . .  .. . . .  ... 
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8 .  If to Comittae, then sand noticm[m) to: 

Lyn Btrocht, Esquire 
O&DAB(ER, RYAN C LEONARD 
Suite llO0 
816 Csnnscticut Avmnuo, H.W. 
S#ra&inqton, D.C. 20006 

This agreement aay k terminated at will by cpithtw party upon Iive 
(5) days writtam notice, which t h o  begin8 gunning w i t h  tho date of 
aCtU8i raceipt 02 tho ~ 0 t i C Q  by p a ~ k j j  k0 whom noticm is baing 
given, f i  hand delivorcsd, Qr v i a  thm post larok ii tho notice 
mailed. xn ehe evant either petty olocta to temfnata this 
aqreamont, it is agresd that a11 axpanan0 incurmm3 by the Bsdia 
Team on b e e l f  of the Committee prior to teirrsiraation will be 
rmimburoad t o  the Udlia Team. 

This aghelraen+ ehall Iw, governed by tho l a w  of Wumhington, DC. 
my l a w w i t  or other lmpal action taken ea snPorca any part ot t h i n ,  
agrablPont shall be brought only in tho  courts^ locatrd i n  the 
DIStPICt of C o l u ~ i a .  
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14 August 1995 

MEMORANDUM *TO 

cc 

THE PRESIDENT 

THE VICE PRESSDENT 
LEON PAblFpTA 
ERSKINE BOWLES 
MARGWT WILLIlbMs 
JACK QUINN 

FROM W O L D  I 
now sas 

SUBJeCT Certain isnuom regarding the 1995 re-elect 
effort 

There are a numBer of issues relating, eitbr direcely or 
indirectly, to the 1996 Re-elect campaign which need to b8 
focused on shortly after Labor Pay. 
memorandum is to describe soma of the mora importme of those 
issues so as to give you the opportunity to eoneider t h m  over 
the Labor Day break and to request additional infomation, i f  you 
wish.  

The iasuee are Roe listed in any particular order of 
importance, and some of ehe pointn blow are infonnational only. 

Tab A describe8 key daeedevents 

The purpose of this 

: 
tween now and Tueday 5 November 

1996. 
through November 1996. 

a meeting ehorely after Labor Day to tacun an the electoral map 
and the implications tor strategic, tactical and budgetary 
purpaseo. 

E: 
need to b@ made in September and early Oceober which, to some 
extent, wilh dapend upon deciaiona about the relationship bratween 
the White Xouae, the '96 Re-elect and the DNC regarding the re- 
elcc'tion campaign. The facts that White House ncontrols" the 
schedule. and that the President and the Vice President, to a 
great extent, g ~ ~ n t r o l n  the 8~meaoagew, by definition gives the 
Whim House a critical role in the Re-elect Campaign. 

Staffing of the '96 Re-elect and the Political Department of 
the White House will, in no small measura, ba influenced by the 
decision as to whether the re-election canpaign will primarily be 
run by the White House or by the '96 Re-elect. In addition. Lf 

It also contains a block calendar for September 1999 

2 .  -: Tab B contains electoral maps. We need 

3 .  
A. dmicrlbed below, there axe a number of daciaions that 

FfC-4453 
Sub. 6/25/97 



Menorandum ta the President 14 Allgust 1995 

~~~~~~~ 

there is no primary challenge. the DNC prabably shsuld play a 
significant role. If it is to do 80 effectively, however, 
certain staff changes a t  ehe DNC will be necessary. 

ragarding the White Mouse, the '96 Re-elect, and the DNC many of 
which need to be made shortly after m o r  Day. 

Tab C describes a number of key pereonnal decisions 

4 .  lpkRdunnw C/G Re--: 

a. -: Washington, D.C., Chicago, Little Rock, 
elsewhere? 
Street, Washiageon, D.C. to m n  boeh 8 primary 
campaign and a general election campaign.) 

(There id sufficient space at 2100 M 

b. -: 

(i) Campaign co-chair or co-chaire. Given the 
probable importance of the women's vote, 
prominent women should be included.) 

(ii) Campaign manager/campaign director. 

(iii) Political Director. 

(iv) Communications Director (Apm Lewis). 

(VI Press Saereeary. 

(vi) F i e l d  Director. . 

(vii) Director of Administration (Cumction 
perfomed by David Woekina in 1992). 

(viii) Issues Director 

(ix) Delegate selection Coordinaeor 

(XI Scheduler 

Whan co begin staffing the early primary/caucus 
states. 

c. 
. -  

has been hired by ~ h e  
1 August, as 

S6,000/rnonth to M Iowa. He has aeked to be 
permitted to hire at  
$S,OOO/menth, but this decision has beon held 



Memorandum So the Prasidenc 14 August 1995 

i n  abeyance. In addition, the Re-elect 
should have a preea pereon on the ground in 
Iowa by mid §eptmnber. 

recomuandsd thae 
‘96 Re-elect payroll as $3,0QQ/month t~ work 
!3aw Haniphire on a fu l l  time bpaicr. 
addition, ehe Re-elect will need a press 
secretary OR the ground in New Hampahire by 
mid September. 

In 

hur agreed to be, 
or CaJifornia, but 
mlocatrd to 

California by aid  October, if ha i o  tQ run 
California day eo day. 

d. : 

(i) Accept federal matching fwda or not? (’%he 
federal goaremumrat w i l  rat $250.  

f o r  $1 basfa.)  Legally eha &-elace can waie 
until early Jaauary 1996 Go de&& whether 
federal matching fundo are to be accepted, 
but, as explaiaed balov, that decision needs 
to be mado within she naxt few weaka. If 
federal rmrtchinq fuuds a m  accepted, the Re- 
elect can spend only about $02 million pre 
Convention. phua $6.4 million for 
fundsaiming, plus lagal, accounting and 
compliance costa ( for an ss6imatad total of 
about 543.4 million). 

in contributiom O m  Qn 8. $31 

(a) Although w, the decision 
whether eo accept federal matching 
f u n d  deea not have to be made 
until eorfy J u ~ u t y  1996, it should 
be made by early Srpttambar. Terry 
acAulifs% and tamra Kartigan should 
be involved in that decision. 

(b) If fedarcall matching fun& are & 
accepted, then the Sl.OQ0 limit per 
contributor semains in affect and 
no federal matching funds may be 

3 



Memorandum to the! President 14 AUuguSt 199'5 

.- 

accepted by the campaign, but the~* 
will be no @re Convantion spending 
limits imposed on the  campaign. 

The currant fundraising plan of 
appmximately $43.4 million 
includes an estimated $14.7 million 
in  federal matching fun&. 
expected that the $43.4 miLlion 
will bo spent ae followa: $32 
million for campaign related 
activbtiea; 96.5 million (201: of 
$32 million) for fundmising costs 
( i f  fuqdp.iaing Comtc4 Wceed $6.5 
million, ths additional costa are 
taken out of! the 83? =iUion 
thsreby rsducing the amount 
available for campaign related 
sxpcanditur@a); and $4.9 million to r  
legal, accaunthg and campiiance 
expendfturrm (if them expanses are 
highar, mom can be raised to cover 
them). 

(d) Thus, it the Re-elect decidua not 
to accapt federal matching funda, 
additional time and casta will be 
involved in raising the $14.7 
million, at $1.000 pes 
contribution. If these COBCS are 
factored in, the $14.1 million is 
really worth more like $16 or S17 
million. Rnd this  doer not take 
into aecowt the divereion of the 
t ime, of the President, Vice 
President. HR(: and Mrs. Gore which 
will be needed ea raise the $14.7 
million plus (at $1,000 per 
con&xibutor mzaximum), which could 
ofhemire be used For non 
€undrat~ring campaigning or 
fundrobming far the DCCC, DSCC or 
ehe DNC, or raising C O Q r d i M C b d  
campaign funds for the general 
election, Or funds, €or individual 
candidates. 

(cl 

xt is 

4 
FKC-4r)X 
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Memorandum t o  t h e  President 

.- 

(e) Sources of funding s u b s t a n t i a l  
media purchase beginning September 
19% i n  t he  $5 - $10 mil l ion range, 
include : 

(i) t h e  DNC, 
( i l l  coalition of outs ide  

groups, Including unions, 
DCCC, DSCC, m., o r  

(iii) t he  Re-elect 

- E: The DMC will pay for eh8 . 
near ly  $900,000 for t h e  August 
1995 laedicara apct t i m a  buy. 

DNC must be fiU* nhard* or 
*federal. and 40% Ueot t" .  The 
Augwt 1994 time buy will 
dep le t e  the DNC'e %axdU 
d o l l a z  account. The DNC is 
still paying o f f  the debt  
incurred last yeax. Bead 

comptrollsr, e8timaeam t h a t  
the DNC could borrow $4 
million, -, by e a r l y  
September on a eo/eo hard/soft 
s p l i t .  

Altbaugb thQ BWC d imse  mail 
has sxeasddl expeetationa,  
comgstitioa by t h e  Re-elect 
dfrece asai l  pro om, coupled 

fundxaiaing events echeduled 
for t h e  BrasidAnt, t he  Vice 
Psesidant, HRC and Mrs. Gore, 
during t h e  last  5 months of 
1.995, compared t o  the f irst  6 
moatkm of t he  year, p%d%iL¶lY 
w i l l  resuult fa a substmtial 
reduction o f  bblC income during 
t h e  last 6 moatha compared to 
th0  near ly  $13 milliom for t he  
first 6 month. 

unions and other entities plan 

bagally the ~WIB paid by  ti^ 

M a S h 8 l l .  the DNC'6 

with eubotaatin f ly fever DNC 

- : Various 

5 



Memarandurn to the President 

t I' ,: Y. i 

Eo spend approximately $5 
million or so on medicare 
related TV spots in selected 
markets during September 199s. 
The problem w i l l  be to get 
agreement on the message ax.3 
markets. Although 
agreement among the DNC, 
uniofm, DCCC, DSCC, m. is 
unlikely, it may be worth a 
tw. 

m- $10 million 
available to spend during 
September through November 
1999. This, however, is a e decision. Pf that 
amount is to be spent, the 
toed spent by the end of 
November for TV @pot* W i l l .  be 
appmximarely S13,3 million 
($2.4 millicl: fo r  JW/Ju'arZy, 
$.9 million f o r  August, $10 
million Septembear through 
November). A decision to have 
the Rei-elect aspwad even $5 

* million during September - 
~ovambar 1995, not eo speak of 
$10 million, will effectively 
mean the Re-elect will not be 
able EO accept federal 
matching f d s ,  the acceptance 
af which limits p r a  Convention 
spending, fo r  other than 
fundraising and 
legaa/accounting/camliance, 
to $32 million. 

If the Re-elect spends 512.5  
or so ($2.5 million June/July 
and $10 million September - 
November 1995). and i f ,  a% 
gome expect, the purativa 
Republican nominee 1s 
effectively selected by early 
April, we will, in effect. 
face a 5 moneh general 

- - : The Re-elect will 

6 
FEC-4438 
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.- 

election period of April - 
August for which the Re-elect 
will either hawe few ihnde, or 
will have to raise substantiar 
additional funds, in order for 
Khe eraaidant to hold hi# own 
during the April - August 
have spent most of eheir money 
during a bruising primary (and 
that will ROS neceesarily be 
the c u r ,  if 0x18 of the 
cmdidateo taka8 a strong and 
early lead in the 
priaury/caucwm), the Re- 
elect would presumably be &le 
ta "get bqr" during the April - 
August period roith fewer 
dallaro. That io, homver, a 
t i w  during which ther 
Preeidant should be in a 
strong financial pO0itiOQ to 
be able to really hammer the 
Republicam s i n g  into their 
aarly Aug-ust Convention. 

periQd. Tf tha Republicans 

( e )  While in theory, it makea sense to 
try to move your numbsis up during 
septembar through November 1995, it 
only mrkss acanse if theere ia 
assurancao that the Re-elect will 
be able 60 raioe the monies to RJII 
the appropriate levels of mdia 
during che priaury/saucuses am well 
ae the April - August period. 
is critical to taka into PCCOUQ~ 
that evm i f  the frentnmaing 
Reprrblicam candidate has spent 
virtually all of his pre Convention 
monies by April, the Repub1icm.s 
have a broad range of allies thaE 
CM make *independent* expendtcures 
during the April through A u w t  
period that will not be eubfect to 
the spending limits imposed on the 
Republican putative nominee 
bxwuming clecto to accept 
federal matching fund.) and which 

It 

I FPC-4 939 
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.- 

could be very harmful t o  the 
President, most especially if the 
Re-elect does noe have sufficient 
fudn to respond effectively. In 
addition, the RNC appeszs to be 
well financed and could undoubtedly 
design DgenericH ad8 that could 
damage the Democrats in general and 
walsh over agalnet the President 
( t f  the President and others are 
raising the $14.7 million that 
othewisa would have c ~ m e  from 
federal funds, they will not be 
available to rails t u n a  for the 
DpJC to pull simflar "generic" ads.) 

The plain fact is that unlike the 
Republicam' allies, the Qemocrata 
simply do not have allias that 
would or could conduct similar 
"independentn expedituras in 
support of the Prasident. Thus. 
the decision abaut spending during 
the September - November 1995 
period becomes all the more 
critical. 

If the Re-elect decide6 not to 
accept federal matching funds, and 
excaeda the $32 million pre 
Convention spending limit, it w i l l .  
undoubtedly Bo mbject to a fire 
storm of criticism from the goad 
goveznment campaign financa refem 
groups and editorialist. It will 
also substantially undercut the 
Preddent'r arguraant to Perot and 
other voters that he i s  serious 
about campaign finance and lobbying 
reform. 

course, that the putative 
Republican nominee may decide lot 
to accept federal matching funds. 
Wero ttue the case. it M Y  change 
the dynamics SubStantlallY. 

awing the April - JUWSt period. 

(g) 

(h)  There is :he pOSSibality. Of 

e 
FEC-444Q 
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Memorandum :o the President 

(ii) As of 31 July. about $ll,310,000 have 
been raised by the Re-elect (not 
insluding the approximately 55 million 
in eligible federal match for that 
amount). 

As of 32 July, Re-aloct expenditures 
total $5,700,000, including $2.4 million 
fox the June/Jialy media production and 
time buy. cash on hand w a m  $5,718,000. 

A propead budget baaed on $32 million 
spending w i l l  be ready by early next 
week (m, "ab D) which orfll 5haw the 
propaad allosatione for media, polling, 
fuadirrioing, ffald, Btate operatione, 
staff, central hea&pa*rexs, and 
accounting/l~al/camplianra m a s a a .  
There ahould be a budgot and fundraising 
meeting w i t U  2 weaka after Labor Day 
to review tha priorities draft budget. 

5. -: Dacfaion@ need to be made about the 

(Attached as Tab E 

(iii) 

pra Convention scaffing and spanding for all kay atatem, 
especially the early primory/caucua 8tates. 
is the current schedule of primarias a d  saucue dates.) Them 
decisions cannot be made untii ovamll budget deciaions, some of 
which are discussed above, have been made. 

Proposed pre Convention budgets are being developed for the 
key early states, which w i l l  be ready for dhscursion after Labor 
Day. 

6. Beginning after 
Labor Day. C / G  Re-elect leadermhie will beefsin OPaaniZing in the 
individuil states. 
of people in these various states to organize anrd "get going* on 

next year - -  especially if the general election will effactively 
begin in April and if the C/G Re-elect cam@aign accepts federal 
matching- funds. 

for 34 key states which arc attached as Tab F., 

Mississippi and Kentucky) and the state lsgielative racea in 

A balance musr be atruck beewcren eh6 desire 
.behalf of the Re-elect effort, and holding exg@mcrr down until 

Doug Sornik and Craig Smith have prepured preliminary memos 

7. : There are 3 gubernatorial races (LouisiaAa, 

3 
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Memorandum to the President 

Virginia where the Democrats narrowly control both houses. 
races will be closely watched as an indication of the appeal of 
the Democratic party generally and that of the President in 
particular. There have been several meetings with the DIC 
regarding these races. The DNC has budgeted $250.000 for 
contributione to each gubernatorial race and $2S0,000 for the 
state legislative campaign in Virginia. (There are state 
legislative races in New Jersey as well, but given the margins by 
which the Republicans hold both housem, the DNC has decided 
to put subatantial money into those races.) 

Rather than spreading DNC contributions, directed 
contributions and other raeourcsm evenly among the 3 
gubernatorial races, it may be more politically effective to 
focus on only 2 o€ the 3 race@. If the Democrats can win 2 of 
the 3 gubernatorial seats and hold the majoritiae in tho Virgiiiia 
legislacive houses, we will at least have held our own. Were 
Democrats to lose 2 of the 3 gubernatorial races, that would be 
interpreted as a "loss". 

8. V m p r  re- : Hugh Weatbrook and Gary Baron are 
continuing their non partisan voter registration activity through 
a S O l ( c )  organization. In the view of many, they are much more 
effective and cost efficient than the DNC with regard to voter 
registration. Therefore, whatever resourcas that ordinarily 
would be plowed into DNC voter registration erforts,  should be 
directed to the Westbrook/Baron non partisan operation. 
should engage in only a minimal voter registration effort. 

9. ballar v o w :  The DNC is preparing a 
memo for each state r e g a s e n t e e  balloting and early voting 
in 1996, after which it will prepare plans for key general 
election states in that regard. 

the DGA and, to a leaser extent, the DNC are focusing on 
candidate recruitment for next year. 

11. E: Depending on its role. and, to some extent. 
whether the preeident will face a "primary" challenge, decisions 
regarding both budget and staffing of the DNC need to be made. 

a. w: Chairman Fowler originally submitted a 
$41.7 million expense budget for calendar ' 9 5 .  As 
of 28 June, he submitted a revised calendar '95 
expense budget of $36.7 million. 

These 

The DNC 

10. -tea for 1996 : The DCCC, the DSCC and 

. -  
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Memorandum to the President 

b. 

- 
C. 

The calendar '95 DNC gayrall (am of 7 Augarst 1995) 
is approximately $6.2 million far approximately 
143 people of which 7 ($251,00Q/yaw) "volunteer' 
their time to White House operations; 4 
($168,00Q/year) are for the Arkamas office; and 3 
($155,00O/year) are for Vice Presidential. liaison. 

The DNC had receipts for the last 6 months 0% 
approximately $23 million, of which, Borne $5 
million were fmm direct mil, Subatantially 
fewer Presidential, Vice Presidential and IiRC 
tundpaieing events have been scheduled €or the 
August - Dscember 1995 pelciod compared to the 
first 7 month. of this y e w .  
altbugh direct mail receipts have exceeded 
expectations, competition fmm :l%e ' 9 6  Re-elect 
will probably reduce direct mail income to the DNC 
for the balance o f  1995. "hu, it ia expected 
that the DNC will raise submtantially leas in tho 
second half than the $23 million received during 
the €irst 6 menthe of 1995. 

It the political aceivity of tko DNC is either to 
continue at the same level or incraase. 
fundraising effort8 will have ta be substantially 
stepped up. 

Decisions need to ba made absiii: eha DNC calendar 
1996 operating budget, whish, if 1992 is any 
gauge, will run $40-42 million. rn addition, 
there will be the coordinated campaign budget, 
which hap been estirnaead at r@pipsaxtmately an 
additional $25 raillion for 1996. 

staffinn: 
strong. 
improvement in the operation and functioning of 
the DNC since Chairman Fowler and Charinnan Dodd 
took over, if the DNC is to play as effective a 
role am poseibla in 1996, the top staff needs to 
be strengthened. 
C. 

-: T r u m n  h a l d  haa resigned as she 
DNC's finance chair, effective as of the date a 
naw person accepts the pasition. 
made at Tab C. 

In addition, 

The DNC's top staff is not particularly 
A:ihcuglh there ham been substantial 

Recommendations are made a6 Tab 

Suggestions are 

11 rec-4443 
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12. ; The taperations and 
staffing for the Democratic National Convention, as well as the 
relaeionship between Debha DeLes and Mayor Aaley, Bill Daley and 
the Chicago Host Committee, appear to be in relatively good 
shape. 

a. -: The federal government pays the total 
amomt ta put on the national convention. The 
slightly over 412 million i n  federal payments have 
already been paid to the IJemecratic National 
Convention. Committee ("Convention Committee@*) 
which ie plxvhibited f r o m  spending more than the 
amount paid by the federal government. 

In addition. the Chicago Woet Codftee, a 
cftizenr group of leading Qicagoms, is pennieterd 
to raise additional monies to spend in connection 
with the Convention. 

Based on conversatione among Debra DeLee, Don 
Fowler, Mayor Daley and Bill Daley. ir: is 
estimated that, in addition to the $12 million 
from the federal govenvasne, the, following will be 
raised in funds QP in-kind: 

. 

$7 million - Chicago Wort Committee 

10 million - City ot Chicago (but only if 

6 million - staea e t  XlliRois 
3 million - in kind from Chicago 

this approximate amount cannot 
be raised otherwiaa) 

This approximately 538 million (including the $12 
mil l ion  in federal funds), ia lass than the 
approximately $44 million called €or by the 
cantract between the Convention Committee and the 
City of Chicago. 
Fowler are confident, howaver, that the Convention 
can be succerafully MR with apptoximcely S35 
million in cash and an additional $3 million in 
kind. 

' -  b. n : Attached am Tab G, i s  P schedule with  
.% staff pooitiow and. ptoposd staff far 
erne of the top Convention positions. The only 
staff who have been hired to date. =:re k & d k k € 4  
and her immediate staff, & % t u & ! ,  as one of 
the 3 Deputy CEOs, who will be in charge OE 

Both Ms. Debs and Chainnan 

12 FEC-4444 
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, -  

logistics and arrangements, and her assistant 
Betsy Eberling. 

M8. DeLss wants to hira -, whose 
resume ia attached as Tab H, as the Deputy CEO for 
Production, Commuaication, s. A director ~f 
comunicatianm and, in addition, a greoo 
secretary would be hired to work under that I3epsC-y 
CEO. 

She it3 also interested in hirhg 
(Secretary Ron Brown's son) as t 
CEO of the Convention. 

These and many of the other staffing dacisiows 
outlined at Tab 0 need to bar dircursaed and settled 
as soon as possible afear Labor Day. 

-r Traditionally, the Convention has 
been used by the D E ,  BCCC, DSCC and the MIA to 
raise funds far those respective committees. 
Attached as Tab I is an 8 Auguat L995 memorandum 
to Harold Ickes from R. Bcoft Pastrik, ur&ns that 
this practice be continued for the 1996 
Canvencion. 

In addition, tha Chicago Woet Committee W M t S  to 
use the Convention as a fundraising mechanism by 
permitting corporations or other entities 
nspoxmor* certain elamntas of the Convention. 
Attached at Tab J i s  their preliminary proposal 
(which is baing ravbad). F o r  example, Amerit0Ch 
w a n t 8  to *sponsor* the madie, pavilion (the 
building next to the Convention building thae will 
house thar media) for which it would pay a Sum Of 
money to the Host Committee a d ,  in return, would 
have ita name an the madla pavilion and would have 
other benefits ae the Conv8neion. 

In addition, Me. DeLae propcsss to permit tha Host 
Committee to have 80me 10 of the 150 available SkY 
boxes which the Hose Cormnir;tcre would, in turn, 
"sell" to it5 contributors. Likewise with the 
DCCC, DSCC, the WA and the DNC with respect to 
sky boxes. 

c- - 

13 
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... 

0829757 1 4  August 1995 

Given the current situation ragarding some of the 
fundraising technipuas of the DNC, which the 
President ha5 ordered to be discontinued, we need 
to decide on how the Canvention is to be handled 
in thia regard. 

6. m: Xt is my understanding that 
will be very involved in working on the 

prcduction of t b  Convention. 
recent ccnvetrsations with , it is 
also my undexltandbg that cfn wants 
-, who w a a  the orarall preducsr for eke 
last Cop1VQationl to produce tha eaehnical aspects 
of the ' 9 6  Convaneion. Baaed upon my recent 
meeting with 
interested in working with H a m y  regarding the 
overall production of! the Convention. 

Baaed on wiy 

, he m y  well be 

If there is any disagreement regarding ehis aspect 
of the Convention, we need to discuas immediately 
after Labor Day. 

e. -: A model tor the proposed podium for the 
Convention has been constmctrd. 
would like to show it to the President, the Vice 
President, HRC aa8 Ma. Gaze by eha end of 
Septenrbsr so that conatruetion planu can be gotten 
undenay. 

Debbie Deke 

13. -: 

a. X n  addition to deciding who will PUII California on 
a day to day baeis, and if i t  ia eo but John 
Emerson, when he l.5 to w v e  eo California (Bill 
Wardlaw rocomen& late this year at the latest), 
focus nee& to bs directed to the potential 
petition to resell Governor Wilson. which Jesse 
Jacksan has been discussring publicly. This could 
be very detrimental. to ehe. President's re-election 
efforts in California were it to go forward. 
Accordingly to John Emarson, there is little. if 
any, Qnthusianm among loading CaSifornia 
Democratic political leaders €or this to go 
forward. 

b. Focus also needs eo be placed on the anti 
affirmative action proposition which will 
undoubtedly be placed an the 1996 general election 

14 
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Memorandum ta the President 14 august 1995 

9 
ballot in California as well as in other states. 
The DNC is preparing a memorandm regarding 
similar propositions in other states. Accorhing 
to John Emerson, nearly 700,0130 valid aiqnatures 
are needed to qualify such a petition, which in 
reality. means st learnt 1 million. Xo says the 
group promoting th is  preposition is brake. but he 
paints out that Governor Wilson can’t afford not 
to have the proposition on the November 1996 
ballot. 

34. Attackxed at Tab K i o  a copy of  my 

President regarding f ~ ~ ~ i ~ i A ~  tar the various other 
entities and cornmittam for 1995 and 1996. 

15. z W e  need 
to begin focusing ox the key arcymeats for the 1996 
general election: 

a. for Clinton/Gorc 

b. against ClintssnlGore 

c. Clinton/Gore pmposatls for 2nd term, b., f o r  the 

d. for the Republican candidate 

e. against ehc R ~ ~ ~ l i ~ ~  candibta 

zandarnc to the President and V i c e  

future 

16. : Terry and Laura expect 
to effectively wrap un the fundraising for  ‘96  Re-elect 
by the end of-this-year ($3@ million inclrsdirrg 
applicable federal mrtch), unLeSt3 Khe Re-elect decides 
not to accept federal matching funds. 
the money, approximately $5.4 million will be raised by 
way of 6 direct mail solicitations next year. 

There will remain, however, a gmae deal of fundraising 
~f approximately $75  milHion for 1996: $SO million DNC 
5996, $25 million 1396 coordinattrd campaigns, $10 
million general elaction Iegal/accountiag compliance 
account. ( T h i s  does not include fundraising €or the 
DSCC, DCCC, DCA. individual candidates and selectEd 
state parties.) It’s noe d e a r  what either T e r r y  or 
Laura want to do, aktsr the completion of the 
f‘wdraising fo r  the Re-elect, hut I do not think thac 

The balance of 

- 
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Memorandum t o  the President 

~erry. at least, wants to carry on only a8 a 
fundraiser. Given th6 oubstancial demands for 
€undraising in addition to the needs of ehe Re-elect, 
we need to dieeuslv what role you w a n t  to ask Terry a& 
Laura to continua in that regard. 

poiiticai meeting with e& oe cha mite House polkeical stati 
(in addition to the regu:cr Wadn0ed.y lrighf weetirags in the 
residence) which perhapa rphould include Seaator Podd and Chairman 
FQwler. Additionally. wa urga you to conrider setting aride 15 . 
to 30 minutes each doy durillg your daily phona/offica time for 
political updates on activities. 

18. - a m: Need to detedne how much of the 
t i m  of the PhasidlmnC, Vice Premidenf, mC and Mro. %rer should 
be allocated to tbs ‘96 re-electioo campaigra durkng the next 4 to 
S months. 

considerat iocation of mite 
fiousa staff m, €or example, nomastis Policy Council, Naeionol 
Economic Councfl and administration, m, Political Department. 
Public Liaioon and Cornmmicatiom. 

20. - : Sariow cornideration 
should be T y i n g  firm other than The 
Media Team of Bquies, g& A. 
separate time buying group are set forth in my nnamorandum to the 
Proridant and the Vice Weaidant, dated 74 P!ly 1995, attached as 
Tab L. 

21. : The decision of who to replace 
Erskine as gcoS in not far off. 

22. . -: The decision of who to replace Ab Mikva when 
he reoigna, am ie apparently expected, is alee not far off. Ss.s 
Tab C for suggeartions. 

iufnmation. 

19. - Serious 

The argument. fer retaining a 

Tah C for suggestions. 

Please let either of us know if you w a n t  additional 
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27 Noveauber 2995 

Attached 1s a self axplanatlttry 2% M~vaekp 1995 to  me from Tarry 
nckuliffe,  Laura tlartiglan and ~ i c k  Lamor Seating that they hava 
raised QVU: $1.8 n i l l f o n  for tho DNC media Ound and axpeot to  bo 
able ta raise  anothez 88S0,OOO by the closa of the year, bringing 

I vould appratofate a ratsponss iron the DM6 ae to whather they 
agree with these figurslpl and w h ~ ~ t h c u  tha monies Rave actual ly  
coma in. 

Several weeks ago, I wau t o l d  that only $lOO,OOO had hem raised 
for the DNC mdfa  Pun& Rased csn the attached mani~mmhm, 1: 
trust  that there has baan a submtantfal influx of rtunde. 

the tom1 to n%arly $2.3 E d l l i O A .  

f 0 0 3 7 1 9 5  
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WHORAND3 f= 

CC 

RE 1NC 199Q budgat, dated a0 December 1990 

I also requsmt rhos you subslic b Ltec of cr)e ewren: 
employoea of ohr DIOC. grouped by deparemsnc. w;ch cnekr faze 35 
h're a:.d :heir annuaUrod rbm of pay. 

Please call i f  you hrvo pny gueociom. 

ConfidentiJ Information 
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Mard, 18, 19% 

MEMORANDUM FOR THE PRSXDENT 
ITHE. vIm €wL§fDm 

CC: LEON PANETTA 

FROM: Harold kkra @ 
SUBJECT: 

WUG SOSNX 

O n m a  bczwesn IIIC Ut3 '96 Re-elect and The M a  Team 
(Squiu & €hap@ MohJ Penn & S & d  &j&j 

On 14 Mard~ 1996, Doug Sosnik and I met with Mark Pan and Bill h p p ,  the designated 
rcpnsenlltiveo of me Media Team ('Tam") (§quia k Knrppr Momid Psnn k S c h d  
&), to discus8 the (ermr and cadirionr for the conma kwwa the WG '96 Redan 
Committee ('Re4eet') and the Team. me last meting for lhcJa purpoler had occumd 
very late September 1995.) 

1. 

. 

To date some $22.23 million has been q a t  by the Demaaadc Naatioml Committee .' 
("DNC") and the Re-elect on "V airdme (not inciludiig palbe or prcduction), of 
which some S2.94 million has becn spent by ?he R e - e l s ~  

From that amount, the Team has bccn paid about 82,433,401 in commissions at an 
average nrtc of 10.9%. 

Penn and Knapp pmpost the Team be paid 9% commission on the next $60 million 
of air time purchared and 4% on all air time p u r e h d  thcrcafw. Assuming haf. 
beginning 18 Much, the Re-elacl/ and DNC tpnd an additional f60 million on air 
time. mdcr their mwt rmmt propod. the T w  would be paid some $7.833 million 
total in ccmmissions for the wiod 6/95 - 11/96 for an average of 9.6% (57.8333 
million divided by W.0 ~piujw). 

If h e  R d s t  and DNC spend Et20 million on air time, a has been discussed. and 
as described in saction 1 of schedule A (dated 3/14/96) attached, rather than only SK! 
miilion, under the Team's proposal. it would be paid a total of $9.4 million in 
camminims for the Mod 6/95 11/96 foe an average mte of 7.8%. 

FEC-4069 
Sub. 6 /23 /97  
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sffauak 
Fist  22.23 million 2.433.401 10.9% 
Next 60.0 million 5.400.000 9% -.--- 

=.wuQ!3 & . .  
l3C&- 

3120.73 million S933 .401  7.8% 

Prior to last week's pmpud. the Team's 1 s t  proposa) wa, made on 29 Scpemba 
(actached as schedule B). Under that prior praposal, the Teum wwld have been paid 
15.6 million in commissions on the fvrt tg2 million and $9.4 million in commissions 
on $120 rniMion of time buy. 

A- 
sssummm- 

t82 million time 5,600,000 6.8%" 7.833.401 9.646 

1120 million time 8,260,000 6.9% 9,353,401 7.8% . 

And Under the T m ' S  9/95 propod. total =Lain& f a  IhtUJgh the 0-d daFdon 

. .  

would have been S605.W comparcd to the S364,ooO under the 3/14/96 ptogosal. 

The Team's 3/14/96 propod only deals with elatrunic medio. pollmg and pr0ductiC 
of T V  spou. It d m  not include pasuasiod Gon dincp m;aL1; development and 
placement of newspaper ads. production of radio spots. a 
Given tke complexity of the regulations of the Fedtral Eleniosl Commission ("FEC') 
and the micmus of the applications of those regulations to campaigns in general. and 
IO (he media pmductionl placement in particu6ar. it is csitical that the Team have the 
experience and nrpFmte or acquire the expuieme and ape&, to ensu~e that it and 
the Re-clecr comply fuUy and timely With aU FEC regulations an8 guideline& Failure 
in this regad will result in time consuming and costly pan November 1996 FEC 
audits and possible iinu which arc a liability of the prrsidentinl and vice 
presidential ondidrtes. In addition, the Team must be able b aick the ads and time 
buys of the aha presidential candidam and provide CRe RMket with timely ( o h  
overnight) repts. 'Ihis had been discrused among ouncives at some length. and it 
has bacn decided 10 rely m the Team in this Fegard and not to include the Gref, 

; 

Margoliz f@ 
.- 

2. -: Dick Morris is the only member of the Team -:+o receives a monthly 
retainer fee. in addition to his share of the time buy commirsiont. EktGd on the 
c u m t  agreements, he will be paid 1364.000 in retainer feu for the Mod 12/94 

L 
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002S383 
through 11/96. B Section 2 of schedule A attached. Under the Team's 311C196 
pcopo$l. other members of the Team would not be paid monthly remner fees. 

w: It is estimated that Penn & Schmn will be paid n w l y  54.0 million for 
polling and voter m h  for *e parod 12/94 - 11/96. 
awhed. Pruumably a profit h hcllrded. 

Stan Greenberg is also under retainer by the DNC and mducts pelling on a ~ g u l p r  
basis. 

Production e~penaes for $120 million of TV media M estimated 

Tiawl. hctrl and d a t e d  expeneer far thc mulenu must also be 

3. 
teftion 3 of s c M u h  A 

4. 
by Squicd I(napp at $2.58 million. 

paid. They arc not included in the retainer fee ar in the time buy commission. 

have alluded generally to largerid dim sd. No rpsifict have been fonhcpming to 
date. In the event such a program is CaKicd out, it will undoubtedly involve additional 
profit margins to whomever gets the cuntract far the program. 

I point OUt that Hal Mdchow. wlpo hand& the fundlaising direct mil program for 
both the DNC and the C/O '96 Recla.  has develope8 targeted pmid G U W  
diract mail p r o g w  and is very intfirrsted in being ~onriderrd in this respect far the* 
U G  '96 Re-elect. 

K*ion 4 of schedule A attached. 

5. 

6. At swed of rhe weekly evdng m m ,  Pem, Schoen end M o d  

7. ' . We nced to decide whether FranL O m r  or Squid Knapp, or both, are 
to be involved in the convenuon and, if so, the wpnpnsation/ fee to be paid. 

w- ' Substantial amounu can be incurred by the Re-elect in 
coanection with post Novsmbcr FEC audits, and any such cusps incurred by the Re- 
elect and any f w  improd by the EEC on the Re-elect as the mult of tbc failure to 
smctly comply with E C  regulations, including ahs Team's failure to fully comply 
w i l  FEC regulations in connection with the production and placement of media, 
become a iemponl liability of the P&endal and Vice Pnsidential candidas. The 
general elation legal and accatrntiny compliance fund ("GELAC'), for which the Ke- 
elect npem w raix about $12. million. is for rhc purpose of paying for cosu and 
fmu in- in connection with PEC audits. I mon5ly ruggat, however. chat my 
agrement between the Team and the Reelect congin a hold ham& clause in favor 
OP thc R&t over a spit icdi  mount i n c d  in connection with cosu and Bmo 
resuhg from FEC audits of niedia production/ placement. In order to ensure 
enforcement of the hold hamless clause (assuming it is included in l e  conma with 
the Ten),  ihc Re-elect should hold in escrow B million in commissions to 
be paid to the Team until all  FEC audits have been compleKcd. This will give the 

8. 

3 
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elect's media production and placement is in compliant; wth kl FEC requirements. 

Before the next meting with Messn. Perm and Gapp regarding me financial arrangement 
between the Recleet and the Team. I Mwld bkc lo discus &e foregoing with you in order 
to dmtcmrine what + think is an equitable arrangement. 

Let's direuzs. 

4 
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To date, neither the Clintonl Gore '96 Retloct ("Redst') nor the DMacrariC 
National Cornmius ('DNC') have eon- with the to 6aJled Media Tepm ("l'eam'), 
which is composed of Squied Knappl Dick Monipl Perm & Schoarl Hmk Scheinkopf and 
Mariur ptncwer. (r have Sccn little evidence of lcctm partidpaticn of Sctuidmpf or 
P r n c u t a . )  

I .  
relationship benveEn the T m  and the DNC a d  tbe R e e k ! .  Since the amount to k paid 
by the DNC and R c ~ c c l ,  ~spec lvdy .  Io the Team for the produstion of a sped3 
television spot. tim buying, polling. dl testing. 
by L e  DNC and R&an hwycn on a case by o%% basis, tha following pmpos&d io  for a 
"cornprrhensive agraement' for both h e  Reelect and DNC. (There would b8 a separate 
mitract baween the Team pd the DNC and bewear the T m  pnd fhc KeeIaX.)' 

. 
' ; 

1 propose the followhg Anancial tennt for the 

, depends upon a le@ dewmination 

On 14 Mar&, h g  and I met with W P e n n  and ga Knapp, who n p m t  
the Tam. They rwh a pqosal,  Surnnmrizcd Wow (whish i s  rummarizod in my 
m c m o ~ d u m  to tbc PrrJident pnd rhc vice pnsident, dared is March 19%. atrached iu 
schsduic A at tab 1). that would result in S7.8 million ia commirPions on rhe first 82 million 
of time buy, for an efftaivc rate of 9.6%. compared to their offer made in late September 

4NC041-01223 



1995 of million in commissions on the first I82 milIi& time buy for an effective rate of 
6.846. 

&fst ixa trnmm!Jtlon-Jssamrmulan . .  . .  
$82 million time 5.600,OOO 6.8% 7,833,601 9.6% 

$120 million time 8,260,000 6.9% 9,3S3,401 7.8% 

Although it is impassible to a~~~mtely pndier how much the DNC and Re- 
e!- will spatd berwsw July 1995 (the f h t  time w spou w m  piscd) and NwemBer 1996, 
given that the Rc-ckct and the BNC bw &mly spat =,me $23 millimon air rime 
b@miOg kre June 1995 (most of which has been spcnt since arty October), it L safe to say 
that at least 580 million wil l be spnt by 5 Nom-, and probably closer to $100 million or 
mom. 

I propose that the Team be offered the following terms with rrspact to time buy 

a u D E  

commiwions. 
I 

Fim $80 million 6.25% 

Next $20 milllion 4.75% 

-Average on SIW million 5.95% 

Above $100 milliosl 4.01 

-110 million (UCQ.oo01 S.n% 
-120 million ($#W,OUO) 5.63% 
-130 million (Sl.200,OOO) 5.5% 

6,3M.K4 
6,758,000 
7, IS0,OOo 

Under. the prcplral. if $80 million is spent 011 aiP time, the Team wautd be paid S5.0 

If, ac i s  likely, $100 million is qmt,  commissions would be S5.95 million. 

If s i lo  million is spau, commissions wouu be $6.35 million. 

If SI20 million is sprat, comissionr would be $6.75 million. 

million in ccmmirsiolu. 

2 
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.. .~ 

.. ~. 

. .  

In order to insun that the campaign is adequaQly protected, 1 suongly urge that an 
indemnification and hold harmlur a g m e n t  be included in any conuact(s) between the 
Team, or any individual members thereof. and the Re-elect. and between the Team and the 
DNC, by which !he Team will indemnify and hold harmlus the Re-elect and DNC for any 
costs, damages, fines, &, and losses and court @osU w # d  by or claimed against the 
campaign, or DNC, diroclly or indirsnly. including. but not Umitcd to. any civil penalties by 
the FEC against the campaign. its employea or agmts, "b the extent band on or arising 
wholly OK substantidy out of any negligent acts, breacheJ of the contract, or failun by the 
Tem to f e w n d  !a any requuts of the campaign far documents or atha udUanse with 
rupecc to any FEC audit, inquiry from the FEC or any branch of fcdual, state. or Id 
govemmmt." 

In order to insure compliance with hold hannleso agrement. the Team should be 
quircd to place in escrow the next 5300,OW of media oommissiana paid by the Reelect. 

I agm with the hold harmless proposal 

Lets discuu 

Vice Prrtidenr I a g m  with thc hold harmless pmpasal 

Let's dscusr 

FCC-4 1 13 
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L C U .  rlx./cr 
siBnslun 

a: TedcWr Kamld Icka B.J. Thornbemy Lyn Wuechl 
Jeff King Doug Sornik Bnd M&rshaU Joan Pollin 
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( ) n e ~ w i l l k e u ~ ~  % for the DNC and 
96 for Clinton! Gone '96 

cc: Petm Knight Td Hasold IC& B.J. Ihornbeny Lyn U m h ~  
Mark P m  Jeff King Doug Samik B d  M m h l l  Joan Pollitt 
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cc: Peter Knight Ted Cute Harold Ickm 8.1. Thomkpy Lyn U m h t  
MarL Penn Jeff King Doug Sosnik Brad MmMl lean Pollitt 



TIE cost will not ex& f I 2 ,  Y C J 

( )*me 60% will Bd aUotatd at % fo? the DNC and 
91b for Clinton/ Gore '96 

11 will be c o n d u d  on Il.-*I I '/ 
I 

w ark a l 1 r r 1 6  
signature 

cc: Peter Knight Ted Carte? Harold lckes B.J. Thornberry Lyn Utrecht 
Mark Penn Jeff King Doug Sosnik Brad Marshall Joan Pollitt 



me mst win not ex& t /O L)L) . 
( )The cost wil l  k a l l d  at % for the DNC and 

96 for Clinton/ Gore '96 

cc: P e w  Knight Ted Cater Harold Ickes B.J. ahombemy Lyn Utrecht 
Mark P a  Jeff King Doug Sosnik Brad Marshall Joan Pellio - 



To: 

RE A ANl3 SCHOW FOR POLLING 

( 1 sanduct 4 tests for T.V. spots, not to uaccd $ 10d. 

96 for the DNC and 
B Ciintod Con '96 

I 

~ n O m e y c  90 determine 

It will be Conducrcd on 
l -  

Mark Penn Jeff King Boog Sosnik Brad Marshall Jm Polliff 
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FROM: Harold IC& 

As ?he mula of sexd recent 
Doug sotnik, Peter Knighhs KaK!n Han 
agrement on assumptiofw, melhodology and 
Novemb 5 Group ('Group"). No 
tern t h d v a .  There is a substantial gap between m y  iast offa d 21 May and the 
Group's most cecent ofiep ob 16 June - a diffmce of $1.7 fiUm in armmissions im $106 
million gross time buy. 

We are now at the point for you to & a  iinal dccisitm on thetmu you am 

financiPlwiththe 
naiched on the fmncial 

p a e p d  to agree to. 

Summano 

The most recat offer by the Group on a $100 million ~ O C U  time Buy would muit in 
c o m m i s i ~ e f  $7Z3 million. ?heir Sqptember offer an %IO0 million pros  time buy would 
result in $6325 million in commissions. My last offer on $100 million gmo~ time buy would 
result in $5.698 in camdroions. 

The Group's argument chat they should now b paid some S6(1o,M@ mod in 
commissions on SloO million gmu time buy cornpad to their September offer 

1 
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(notwithstanding 
costs of providing services) is that they have w o r M  
of a oonaact. 

there have bocn no ma& ~~~ urnstances or in the unit 
o n t h  wirhaut the sacuriry 

Six option0 ue se4 forth for your comid~mfion at the ead of this 
with a leC0-m. 

Beginning Jwle 1995, to 
been spent on paid 7.V spots, of w 
commissions and $37.6 million has b a n  used to pu 

Ehsod on rqmW", it 
commissions paid on time buy. in 
reimbursed for 9 tmvd rrlatedi txpm. 

for 11 months TE 

The fact that the S3? 
the 4lculaliopI me&& 

3.2 million, is beraux of 

Prior so the on of The November S Gmup, the R ~ k t  and &e DNC WEE 

cammissions chas Squiet! Knnapp paid to Dick Mor&%, 

among them. Thus since the Group wkli fortned, on 
way of determining from FEC rcpm how lime buy 

famed the Group partially to pm'!ude havtng to disc 

2 
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Schedule B, dated #4196. altached as tab Ba deuibes the dliffuart pmposah made 

Schedule C. dated 6110196, attached as tab C, details the estimated proposed time . 

The c u m t  psitiom are as follows: 

beginning with the Group's proposal of September 199% 

buys for the period June 1995 through 4 November 1996. 

AYmsJue 
(millions) 

1. sa0 $6.239 8.64% 
QuLu 100 7.434 8.16% 

120 8.016 7.26% 

eS57.3 pre-convaation; balance im &aid 
6 3 . 4  in commission (10.4% gnw or 12.5% net on fint $32.9 million in 

*6.35% on next S67.1 mil4ion time buy 
e3.096 n ~ f  on all ova $100 million time buy 
@Average 8.64% nat commission on fipst $80 million time buy 
@Average $.16% net eommilrsion on first $100 million time buy 
eAverage 7.26% net commission on first $190 million time buy 

gross time buy) 

b!uasJ% 
(millions) 

.I 

2. Mrfaanffrr $80 54.791 6.5 % 
m 100 5.698 6.14% 

120 6.461 5 . m  

658.7 pre-convention; balance psst convention net 



0029364 

j ; ~  . . .  . . .  

_. .. . .. . 
.. . -. .. 
. .  .. . . .. 

... . .  .. ._ . 
! . .. 

eS3.4 in commission (10"4% gross or 22.25% net on f i t  $32.9 million in 

.2.58% commission on next $47.1 million gmss time buy 
04.75% commission on next S O  nnillion 
04.0% commission oin all time over $100 millieA 
0 A v q e  6.5% net w m r u ~ n  on first E80 millitm lime buy 
'Average 6.14% net am- oa fiRt $100 &n time buy 
eAvunge 5.R% net commiuion oa fh SI20 &on time buy 

gross time buy) 

(fililliont) - 
3. Gmup's sept. $80 $6.175 8.33% 

offer 100 6.825 7.30% 
120 7.425 6.50% 

*When they made thit offer, the Glwp assumed: 
e$SO million in post convention 
e1046 gross commission on fvst $10 million gross time buy 
e746 gross commission OR nsxt $20 million 
0 3 96 gross on remainder of pmmvention spending 

*monthly retainers of S10.000 for P m  & Schoen and $ 1 5 , ~  for 
07% gross on $50 million in g a d  . .  

. 

Squier/ Knapp for 13 m o n h  Octobe~ 1995-0ctober 1996 

*I point out that when they made their September 1995 offer, they 
undoubtedly expected any final agreement would be ~QWS then their 
offer. 

The important fact is that in making their high September proposal b itan Ib of 
schedule B), b e  Group urpecled that tod media spending would be appmximtely $.&Q 
mllllennms:! (930 million pncQnventiola and a d m u m  of $50 million postconvention). 
Thus when they made their Septembu '9s offer, they anticipated earning some $6.175 
million in time buy commissions and retainer feu for Squier and Penn plus Ic182,Mjo in fees 
for Moms, for a total of $6.357 million, through 5 November 1996. 

. .  

Undcr their September offer, they anticipatad earning about $9.6 million (including 

On i4Ydne Crar; item 6 of schedule 8). the Group 

. .  
5182,OOO for the Moms retainer), on :- time buy. 

$6.239 million in commissions on 
million on4100 m illion 

- 
their offer by $65,000 to 

time buy and by $600,ooO to $7.433 
time buy. 

Thus, their latest proposal of 6/14 (item 6 on schedule B) on SlOO million gross time 

4 



a:.: 
L.1 .- 
a I. 

s i :  
.. ... .. . 

buy is ~600,OOO over thek Septcmk proposal on SlCJO million 
and $1.7 million over my l u t  proposal (s item 5 on schedule B). 

item Ib  on schedule B) 

CUiQlw 
&hdr SepoUnbtr 1994 ofla, but hold 5750,QW Back, begh ng 
be paid if you win the dcuion. This wopad rtsulo tr $6.825 iram 

million in comnissio~1 on $100 millien gross t h e  buy fop an 

until after the November &&ion. This would give them eomddons of $6.825 million on 
$100 million gross for an a v e q e  of 7.4% net. 

ACCSP( && last o f k  of 6/14 of $4.433, but hold back $1 r&hn until 

Q&a&& Accqt their September 1995 offa without holding pary commindm back 

. 
a h  the electiwr, to be paid only if you win. This would give them aDmanispians of $7.433 
million on $100 million g m s ,  for an avuagle ob 8.1% ne$ if you win the elsden. 
Otherwise, they would be paid $6.433 million in cornmissiol~a 

Split the diffcmce of $1.127 million between my lact offer and Ulek 
September offer. This would give thcm a commission of $6.26 million 01 $100 million 
gross, far an a v q e  of 6.8% n e .  

most m t  offer of 6/14 so they would be paid S305,oOO more than their Septemk ‘9s 
offer, but the $305,000 would not be paid until afta 5 November and only if you win. This 
would give them a commission of $7.13 million on $100 million gross, for an average of 
7.8% net. 

Split the difference of 9609,OQo betwm their September offer and their 

Accept their last offer of 6/14/96. nhb would give them 57.433 million on 
$100 million gross for an average commission of 8.1 I net. 

5 



Commiwions Avulge '16 
pogl Toml mmmiwioa 

opt B l  $6.075 s.750 S 6 . m  7.4% net 

$6. $4- $6.825 7.4% net 

optn S6.433 51.0 57.433 8.1% nu 

opt #4 $6.261 $4- $6.261 6.8% n l  

Opt w $6.825 S.305 $7.13 7.8% net 

Opt #6 $7.433 56- 57.433 8.2% net 

Net tsp 

92.4 

91.7 

92.1 

92.2 

91.7 

91.1 

I think ald the options listed W e  are &a high in their favor. My laat offer of 
$5.698 million in cammisaicno (which dce-3 n de the 5182,008 additional money Lo k. 
paid to Di m on &&de g ix me= than 
generour. mend option #I, which wii i  give 
the Gmup exactly what they off& during Septcmbep. (at will, in my opinion, give them 
moE than they, in fact, expected to get in a final negotiated d d . )  Holding back S750,wlo in 
commissions to $e paid only if you win, givcs an dditional hmtive  t~ ahcm. "his @QII 

also permits the most money to be acmd!y spent on time buy (net OS sbtions) than my of the 
OLhCr options. 

As a fallback position, I ncommend option 42, which b exactly their September 
offer. 

as a sepaatc nrainee 

Peter Mght w m m e n d s  accepting option Rf3 which is heir larl offer of 014, but 

Finally, with time buy ranging between $2 to $3 million/ week, it is imperative to 

which holds back $1 milfiion to be paid after the eladon only if you win. 

come to ~ Q S -  
mom. 

, or they will have what they WM? leaving us with little ntgoliating 

6 



Schedule A 6/24/96 

. Ogroes time buy: fine. commiuions): $43.7 million 
@Coftlanion0nS: 2.51 million - 
elmedia pmductiofl: 2.4 million 

s u i n g :  2.5 million (est.) 
.- - @travel SrhU expMSs: .la0 million (rough) 



lb. Group 9 Sept S 80 m 574.1 m 8.33% Ra $6.175 m 

5 loom $93.5 m 7.3% Get $6.825 rn 

CDC. m - p m  
rQ@im!?) 

2. UG-DNC S 80m $75.29 m 6.25% a 54.71 m 

$100 m* $94.39 m 5.95% net $5.61 rn 
11 April 

3. Group 18 S 8 0 m  571.5 rn 9.8% R e t  $7.02 m 

$ l o o m  S9Q.Sm 8.8% net $7.97 m 
April 

4. CIG 21 Smrn $3.70 rn 6.596 net $4.79 m 

t 1Wm* S92.79m 6.14% net $5.70 m 
May 

5. Group29 $80m $71.99 m 9.M% net $6.51 rn 

$ 1 0  ma 991.07 101 8.14% net $7.42 m 
May 

~ 

.sD 

6. Group'l4 S 80 rn 572.2 rn 8.64% net $6.24 m 

$100 rn 591.1 m 8.16% net S7.43 rn 
June 
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